JPRS-CAR-94-010 
10 February 1994 


ForeiGn 
Broapcast 
INFORMATION 
SERVICE 


IPRS Report— 





















China 








China 











JPRS-CAR-94-010 CONTENTS 10 February 1994 
INTERNATIONAL 
GENERAL 
UN Security Council Reform, Membership Discussed /GUOJI ZHANWANG 8 Oct] oocccccccccccccecsses l 
POLITICAL 
Further Installments of Xu Jiatun’s Hong Komg Memoirs o...............cccccccsceseeessecosssevsesssvseeeeeeeceseeeeeeesnsenenvens 4 
(Xu Jiatun’s Memoirs (Part 47, 48, 49) /Hong Kong LIEN HO PAO 20 Jun] ooccccccccccccccccceeesesseeevees 4 
Xu Jiatun’s Memoirs (Part 52) /Hong Kong LIEN HO PAO 25 Jun] oo..c..cccccccccccccccccecessccecseeeseeseeven 7 
Xu Jiatun’s Memoirs (Part 53) /Hong Kong LIEN HO PAO 26 Jun] oo..ccccccccccccccccccececcccevsseeseesevseeees 8 
Xu Jiatun’s Memoirs (Part 54) /Hong Kong LIEN HO PAO 27 Jum] oo.c.cccccccccccccccccceccsccceeseesseseeseenes 7) 
Xu Jiatun’s Memoirs (Part 55) /Hong Kong LIEN HO PAO 28 Jun] oo...ccccccccccccccccccssccseeseeeseeeseeveees 10 
Xu Jiatun’s Memoirs (Part 56) /Hong Kong LIEN HO PAO 29 Jum] o....cccccccccccccceccceeecsceesseesevevenvvees 12 
ECONOMIC 
NATIONAL AFFAIRS, POLICY 
Roundup Report on Economic Reforms /ZHONGGUO JINGJI TIZHI GAIGE 23 Oct] .o..ccccc0c00+. 14 
FINANCE, BANKING 
Problems, Reform of Foreign Exchange System /JINGJI RIBAO 22 Oct] ooccccccc660..660000000000 vanities 16 
INDUSTRY 
Liaoning Helps ‘Rationalize’ Industry (XINHUA) oo........ccccccccccccssscsssceeeseseessesesesesesseeeeeeeseeeeneenevacenes 18 
SMALL-SCALE ENTERPRISES 
Private Businesses Increase in Shanxi, Sichuan .o..............ccccccccscsesssssseeeessseessesssssesceseeeeesecersuseensnenens 19 
Shanxi Private Enterprises /JINGJI RIBAO 23 Jam] ........ccccccccccccccceseesessssesevseeesseeseeseeseesescneens 19 
Sichuan Private Enterprises /SICHUAN JINGJI RIBAO 21 Dec] oo.ccccccccccccccccccccseecsceseeeveeevers 19 
POPULATION 
Jilin Regulations on Family Planning /JILIN RIBAO 29 Oct] oo..c.cccccccccccccccsssvsssssvseeeseeeeseevseesevevevens 19 
AGRICULTURE 
Anhui Cotton Output, Procurement /ANHUI RIBAO 15 Jan] occcccccccccccccccccccsccvessseeseeeseessenveeesesenne 20 
Liaoning Hog Stocks Decline /LIAONING JINGJI BAO 7 Dec] ................ \bjenientnenintannceeenenanticnains 20 
‘Excessive’ Financial Burden Burdens Peasants (ZHONGGUO WUJIA Nov] ooc.ccccccccccccccccccececeseeees 21 
National Tobacco Area, Output /XINAN JINGJI RIBAO 13 Dec] .........cc.cccccccccseccceeeeceeeseeeeseesesevene 24 
3d Quarter Sichuan Pork Output /SJCHUAN JINGJI BAO 30 Dec] o.......c.c0ccccccc0e snbstviediisinnin 24 
Jiangsu 1993 Grain Output, Farmer Income /XINHUA RIBAO 1 Jan] oo...cccccccccccceees ceiameninnion 24 
MILITARY, PUBLIC SECURITY 


Lu Rongjing’s Address to 5th Anhui CPC Committee /ANHUI RIBAO 22 De@c] oococccc..c0006cc066ccc0ccccseereees 25 














JPRS-CAR-94-010 
10 February 1994 2 


TAIWAN 
Article Views Role as Asian ‘Operations Center’ /TIEN-HSIA 15 Nov] 
HONG KONG, MACAO 


SEPP EEE EEE EERE EE EEE EEE EER EH EER H HORE OEE 


Hong Kong Economic Report 23 Dec 93-5 Jan 94 [HONGKONG STANDARD 23 Dec, @tC]  .........00000000+ 
Hong Kong Economic Report 6-19 Jan /ZHONGGUO TONGXUN SHE, @tc]  ..cccccccccscscccceseseeeseeceeeseseenees 


Hong Kong Economic Report 20 Jan-8 Feb 
[SOUTH CHINA MORNING POST (BUSINESS POST) 27 Jan, etc] 


SESE EHH REEF ERE E HEHEHE HERE HEHEHE OEE Ee 











JPRS-CAR-94-010 
10 February 1994 


GENERAL 


UN Security Council Reform, Membership 
Discussed 


94CM0096A Shanghai GUOJI ZHANWANG [WORLD 
OUTLOOK] in Chinese No 235, 8 Oct 93 pp 9-11 


{Commentary by Yu Wen: “On Questions of Security 
Council Reform”’} 


[Excerpt] [passage omitted] Some people have stressed 
that the Security Council must increase transparency in 
making policy decisions and become highly democratic 
in determining the procedure for the discussion of offi- 
cial businesses. They believe that the Security Council 
should regard the common interests of the UN members 
as its goal instead of regarding the concept on value of 
some large nations and their political interests as the 
basis to make policy decisions. In addition, such policy 
decisions are often made quietly in the form of making 
deals. It is difficult for the ordinary member countries to 
understand the whole procedure in making policy deci- 
sions, let alone joining with others in making such 
decisions. They urge the international community to 
earnestly formulate a set of strict standards and the 
proper procedure for the Security Council to change this 
kind of irrational phenomenon at present. 


On Organizationally Expanding Security Council 


The voices for organizationally expanding the Security 
Council are becoming louder and louder in each passing 
day. These voices are mainly coming from the following 
sources: 


1) Japan and Germany long to become permanent mem- 
bers of the UN Security Council. They believe that 
the provisions on enemy countries in the UN Charter 
with the World War II defeated nations as the targets 
have already become “obsolete” and something of the 
past, and should be abolished. In addition, Japan and 
Germany have already become members of the 
United Nations in 1956 and 1973 respectively. They 
have said that their economic strengths are incompat- 
ible with their international political status. They 
belong to the group of UN members who pay the 
highest membership fees (Japan accounts for 12.45 
percent of the UN funds, next only to the U.S. share 
of 25 percent; Germany makes up 8.93 percent). On 
the one hand, they have been asked to shoulder more 
international responsibilities; while on the other 
hand, they are excluded from the ranks of permanent 
security council members. It is necessary to resolve 
the contradiction between their bound duties and 
their rights. They believe that they are capable of 
participating in the management of world affairs and 
have the responsibility to do so. 


2) The developing nations seek to have more say in UN 
matters. However, there are no African or Latin 
American nations that are permanent Security 
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Council members. For example, Indonesian Presi- 
dent Suharto, Chairman of the Non-Aligned Move- 
ment, proposed to add six more permanent council 
members. In addition to Japan and Germany, the 
other four seats should be given to developing 
nations. He suggested that the two large populated 
Asian nations India and Indonesia be given one seat 
each, while the largest nations in Africa and Latin 
America one seat each. 


3) Some regional large nations complain that they have 
not enjoyed the due rights to speak in the Security 
Council in solving regional disputes. They seek to 
become permanent members of the Security Council. 


4) Many countries believe that the current distribution 
of the seats of the Security Council was determined 
by the balance of the international power when the 
United Nations was first founded. However, right 
now tremendous changes have taken place in inter- 
national relations, and the regional distribution of the 
Security Council member states seems to be unfair. 
They demand that the existing structure of the Secu- 
rity Council be changed. 


Due to the fact that the Security Council has the power to 
pass any resolution of a compulsory nature, which all 
UN member states are obliged to accept and implement, 
a nation which is a Security Council member of the 
United Nations, particularly a permanent council 
member, enjoys great power in handling international 
affairs. Therefore, the competition to become a member, 
particularly a permanent member, of the Security 
Council is naturally fierce. Here, we have several issues 
that we must first take into consideration and discuss. 


1) In dealing with an organization such as the Security 
Council, which assumes the primary responsibility in 
maintaining international peace and security, what 
kind of scale is most appropriate. If the scale is too 
small, it will lack comprehensive representation. If 
the scale is too large, it would be difficult for the 
Security Council to take actions effectively. Here 
there is an issue of scale. It looks like the expansion 
should not be too large. 


2) If it is necessary to increase the number of the 
permanent members of the Security Council, the 
economic strengths of the candidates should be 
regarded as a major factor in selecting successful 
candidates. Some people have proposed that those 
nations which make the largest economic contribu- 
tion to the United Nations and support UN actions 
most vigorously in maintaining peace should be 
selected. Others stressed the need to impartially 
choose the successful candidates from different 
regions. It is essential to fully discuss and deliberate 
on this issue beforehand. 


3) Due to the fact that a permanent member of the 
Security Council has the veto power, the discussion of 
the issue on the increase of the number of permanent 
Security Council members will inevitably involve the 
veto power. Therefore, this issue must be considered 
with the veto power in mind. Some people even 
propose to add “semi-permanent council members” 
in order to work around the issue of veto power. 
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Issue of Veto Power on Principle of Unanimity Among 
Major Powers 


In accordance with the provisions of the UN Charter on 
the voting procedure, votes of approval from nine 
council members are needed to pass any resolution 
concerning procedural matters, while votes of approval 
from nine council members including all permanent 
council members are needed to pass any resolution 
concerning non-procedural matters. That means to say 
that the vote of disapproval from any permanent council 
member would veto any resolution concerning non- 
procedural matter in the Security Council. That is 
referred to as veto power on the principle of unanimity 
among major powers. 


Amid the calls for reforming the Security Council, many 
people raise objections on the issue of veto power. Some 
people have said that veto power has become the “priv- 
ilege of large nations.” This runs counter to a passage in 
the UN Preface that “various nations, large and small, 
enjoy equal rights” and the principle of “all member 
states being equal” in its Article Two. Other people have 
said that all nations, large or small, rich or poor, should 
be able to discuss and make decisions on major world 
affairs on an equal basis. Large nations should not enjoy 
any special privilege. Still others have said that the 
current situation is different from the situation at the 
time when the United Nations was first founded and five 
major powers were given special status. These people 
believe that the five major powers should not enjoy veto 
power. Other people have also said that in view of the 
fact that veto power has often been abused by some 
major powers, the use of veto power should be abolished 
or at least restricted. 


We believe that we must carefully study the principle of 
unanimity among major powers from an historical point 
of view. When the United Nations was first founded, 
various nations had studied, and drew lessons from the 
experience of the League of Nations. Due to a provision 
of the League of Nations, votes of approval from all 
member states attending any session were needed to 
adopt any League or administrative resolution. It meant 
that all member states of the League of Nations enjoyed 
the veto power in general. As a result, the League of 
Nations could hardly achieve anything effectively. 
Therefore, the United Nations only gave five major 
powers the right to cast veto so that the United Nations 
could assume its due responsibilities, play its role effec- 
tively, and avoid taking the same disastrous road fol- 
lowed by the League of Nations. On the other hand, it 
cannot be denied that the major powers enjoy the right to 
cast veto in order to protect their own interests. There- 
fore, the principle of unanimity among major powers is 
built on the basis of helping the United Nations operate 
effectively and of safeguarding the interests of the large 
nations. This principle has dual characteristics. It has a 
positive side as well as a negative side. 


From the point of view of the positive side, the 
granting of the veto power to major powers not only 
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represents a privilege, but also enjoins them to fulfill a 
task to maintain international peace and security. The 
veto power may spur major powers to 

negotiations and cooperation, and help the Security 
Council play its role even more effectively. Meanwhile 


reach unanirity in handling world affairs on 

of the purpose and principle ofthe UN Charter, 
they are not given the veto 

other. Let us review the history. In July 1987, the five 
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dent, tackling the Cambodian issue and settling 
regional conflicts. During the Gulf crisis, the Security 
Council had adopted 12 resolutions, effectively stop- 
ping Iraqi activities of aggression. 


From the point of view of the negative side, some major 
powers abuse the veto power for their own interests. The 
veto power was used 279 times from 1946 to May 1990 
at the Security Council. On many occasions, it was 
abused. During the period of the cold war between the 
United States and the Soviet Union, both sides worked 
hard to oppose each other in many incidents, seriously 
weakening the role of the Security Council. Right now, 
the world has entered a new stage with the new structure 
replacing the old one. Although the confrontation 
between the two sides has ended, hegemonism and 
power politics still exist, and factors for the abuse of veto 
power have not disappeared. 


It seems that the abolition of veto power is not the best 
choice. To deny the special role and responsibilities of 
the major powers is unrealistic. Veto power can be 
abused, but it can also be used to maintain world peace 
and security. The question is how to give full play to its 
positive aspect, while suppressing its negative aspect. 


Opinions vary on the use of veto power right now. Some 
people propose to keep veto power, while others advo- 
cate its abolition. Still others believe that the use of veto 
power should be restricted. For example, veto power 
cannot be used on some issues (such as the admission of 
new member states). Some people believe that the power 
of the UN General Assembly should be expanded. For 
example, when a major power vetoes a resolution, such a 
veto can be overruled if the majority of member states 
vote against this veto at the UN General Assembly. This 
issue should be handled prudently. 
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Principle To Be Followed in Carrying Out Reform 


The success or failure of the reform program hinges on 
correct orientation. In carrying out reform, we must take 
the purpose and principle of the UN Charter as guid- 
ance. The reform program should be conducive to the 
peaceful settlement of international conflicts and to 
achieving economic balance and development of the 
various countries throughout the world. 


In carrying out reform, it is essential to have a clear-cut 
one. The reform is aimed at further improving the 

cy of the Security Council, increasing its abilities 
to act, and helping it fulfill the task entrusted it by the 
UN Charter without affecting the council’s role and 
efficacy and damaging the existing effective mechanism. 


In carrying out reform, we must implement the principle 
of promoting democracy, justice, objective rationality 
and effectiveness in a balanced way. The reform of the 
Security Council involves the interests of various 
nations, regions and groups. Efforts must be made to 
coordinate the stand of the large nations with that of the 
medium and small countries, and the stand of the 
developed nations with that of the developing countries. 
We must carry out reform after extensively soliciting 
views from all quarters, and carrying out overall negoti- 
ations. The reform program must be generally approved 
by a large number of member states. A few nations 
chould act have the finel say on world affeirs. As for the 
number of additional members of the Security Council, 

it is necessary to take into consideration the principle of 
regional distribution and impartiality. 
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Reforming the Security Council involves amending the 
UN Charter. However, there is a legal procedure for 
amending the UN Charter. To amend the UN Charter, 
we must pass a resolution at the UN General Assembly 
and go through a General Conference specially held for 
this purpose. Article 108 of the UN Charter stipulates: 
“Amendments to the present Charter shall come into 
force for all Members of the United Nations when they 
have been adopted by a vote of two-thirds of the mem- 
bers of the General Assembly and ratified in accordance 
with their respective constitutional processes by two- 
thirds of the Members of the United Nations, including 
all the permanent members of the Security Council.” 
Article 109 stipulates: “A General Conference of the 
Members of the United Nations may be held for the 
purpose of reviewing the present charter.” It also points 
out that “Any alteration of the present Charter recom- 
mended by a two-thirds vote of the conference with their 
respective constitutional processes by two-thirds of the 
Members of the United Nations including all the perma- 
nent members of the Security Council.” From this it can 
be seen that no matter whether the alteration is exam- 
ined by the General Assembly or the General Confer- 
ence, it must win votes from two-thirds of the members 
of the United Nations, including all the permanent 
members of the Security Council. Therefore, it is 
extremely important to strengthen negotiations among 
all member states and help all members of the Security 
Council reach unanimity. 


To sum up, the reform of the Security Council involves 
the interests of various nations and the amendment of 
the UN Character. It is essential to extensively solicit the 
views of all the countries, discuss all issues fully and 
carry out negotiations. It will be a long process. 
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Further Instatiments of Xu Jiatun’s Hong Kong 
Memoirs 


(Xu Jiatun’s Memoirs (Part 47, 48, 49) 


94CM0072A Hong Kong LIEN HO PAO 
in Chinese 20 Jun 93 


{Installments No 47, 48, and 49 of the serialized article 
by Xu Jiatun: “Xu Jiatun’s Hong Kong Memoirs”] 


[Text] 3. Forming the Consultative Committee (part 2 of 
2): Chen Chih-hui [7115 1807 6540], Tseng En-bo [2582 
1869 3134], and Pu Shao-fu [0592 1421 1133] Did Not 
Respond; An Zijie (1344 1311 0094] Objected To Putting 
Chen Yao-cai [7115 5069 2088] on the Committee 


We should consider soliciting the opinions of Taiwanese 
forces in Hong Kong. Back then, the Taiwanese Gov- 
ernment’s attitude toward the mainland was still very 
inflexible, and they were against the Sino-British nego- 
tiations over the Hong Kong question. After the Sino- 
British Joint Declaration was made public, the Tai- 
wanese Government also issued its own declaration 
saying that they reserved the right to enter into negoti- 
ations in the future to take back Hong Kong. But it was 
unclear whether they would stay in Hong Kong or leave 
after 1997; it was all very confusing. To ease Taiwan's 
concern and win their support in drafting and promul- 
gating the Basic Law and influence their view on the 
principle of “‘one country, two systems,” we had to find 
ways to enlist the participation of the influential among 
them. Even if they were not willing to participate out of 
personal concern, or perhaps the Taiwanese Govern- 
ment was unwilling to let them participate, we should 
still be able to make public our united stand for the sake 
of the country. I therefore openly named three people, 
indicating that they were welcome to participate: The 
first was the de facto representative of the Taiwanese 
Government in Hong Kong and secretary of the KMT’s 
Hong Kong-Macao headquarters, Chen Chih-hui; 
another was Tseng En-bo, chairman of the board of 
Hong Kong's SHI PAO; the third was Taiwan Legisla- 
tive Yuan member Po Shao-fu. Of the three, Po was 
more open-minded and had a more populist stand and 
was considered the most likely to attend, and therefore 
his name headed the list. But at the end, none 
responded. Later, Po Shao-fu published an article in the 
newspaper entitled, “Thank You, Xu Jiatun,” in which 
he gave a friendly response. We subsequently selected 
three replacements who also had close ties with Taiwan 
to join the Consultative Committee. 


With regard to the “Fei-Shi incident” [‘‘flying rock 
incident” }—the incident involving Liu Chien-shi [0491 
0578 4258], I was probably being too extreme. Liu was 
head of the Hong Kong Christian Industrial Council and 
leader of Hong Kong’s intermediary unions. Back then, 
it was thought that he had political background and that 
certain forces were trying to use him to start a Polish- 
style solidarist union in Hong Kong and turn him into a 
Walesa-like personality. Many Hong Kong industrialists 


JPRS-CAR-94-010 
10 February 1994 


and entrepreneurs regarded Liu as an adversary. In labor 
wage disputes, his union often asked for unrealistic 
raises, making the terms unacceptable for the owners. 
Based on my unwillingness to give him even more 
publicity, I disagreed with the “leftist” union’s—the 
Federation of Trade Union [FTU}—idea of putting Liu 
Chien-shi on the Consultative Committee. Since the 
FTU had already made some public announcement, my 
decision caused them to openly break their promises, 
causing them trouble, which made the middle- 
of-the-road and leftist unions unhappy and brought 
unfavorable public response. Facts proved that the FTU 
was right and my rejecting Liu Chien-shi only made him 
even more popular, contrary to what I had wanted. 
Moreover, even people with background have friends; 
they too must work. 


After the Consultative Committee list was approved by 
the Hong Kong Basic Law Drafting Committee, An 
Zijie suggested adding several foreign personages in 
financial and business circles to serve as consultants. 
The several vice chairmen had no objection, but to 
balance things, I suggested adding Chen Yao-cai, 
retired veteran labor leader from the “leftist” “FTU.” 
An Zijie objected immediately and was very adamant 
about it, which was very unexpected. The several vice 
chairmen at the scene were stunned and quite embar- 
rassed. Not wanting to make things difficult for every- 
body, I did not pursue the matter. 


When preparing for the Consultative Committee, there 
was an incident involving the election of the executive 
committee members, chairman, and vice chairman 
which Hong Kong media described as “storm in a 
teacup.” The election was held at the downtown Lane 
Crawford Building. The building was one of Mr. Pao 
Yu-kang’s [0545 3768 3068] properties after his pur- 
chase of “Wheelock.” He himself offered to turn over 
one floor to the Consultative Committee to be used as 
an office. 


Election of the executive committee members went fairly 
smoothly. Nineteen members were elected from among 
the entire Consultative Committee. The only thing was, 
Cheng Yao-tang [6774 5069 2768], labor representative 
and head of the FTU whom we thought had high hopes, 
lost by one vote. 


After the executive members were chosen, there was a 
break, and the five initiators talked about electing the 
chairman and vice chairmen. I indicted that based on 
experience in the mainland, we should let the executive 
members work out a list of candidates before proceeding 
with the election. But the others wanted an election right 
away, and I did not insist. In that way, after electing the 
executive members, the first executive committee 
meeting was convened; it was presided over by Pao 
Yu-kang. He immediately announced the election of a 
chairman and vice chairmen and read from a list of 
candidates. The executive committee members were 
taken by surprise. Pao Yu-kang asked if there were any 
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objection, and one executive committee member indi- 
cated that he had no objection. Thereupon, Pao said, “if 
there are no objections, please applause, and the motion 
is carried.” Everybody applauded, and that was that. 
After the meeting, the executive committee members 
were not pleased, saying that it all moved too fast, that 
they were not prepared, and the process did not comply 
with committee regulations and so on. The reporters 
asked me about it, and I could only made some excuses. 
Of course, we could not blame it on anybody. It only 
showed that the several vice chairmen, including myself, 
lacked training in democracy. To salvage the situation, I 
asked Mao Jun-nian (3029 6874 1628] to consult the 
others and follow regulations to draw up a new list of 
candidates and hold another election. Although it turned 
out that the original winners were again elected, it still 
brought some criticisms. 

On 18 December 1985, the day before the anniversary of 
the formal signing of the Sino-British Joint Declaration, 
the Hong Kong SAR Basic Law Consultative Committee 
was formally established. Ji Pengfei [1213 7720 7378}, in 
the capacity of chairman of the Basic Law Drafting 
Committee, spoke at the meeting. At that time, he was in 
Hong Kong at the invitation of the British Hong Kong 
government and the Hong Kong branch of XINHUA 
SHE. [Installment No 47] 


{21 June 93 p 2] 


[Text] 4. Democratic Consultation, Cooperation, and 
Compromise (part 1 of 2): Hong Kong People’s Wishes 
Were Taken Into Full Consideration; the Drafting Pro- 
cess Was Completely Democratic 


The air of democracy during the drafting of the Basic 
Law was unprecedented. 


The drafting process in fact was a process of cooperation, 
consultation, and compromise among the parties (prima- 
rily between China and Hong Kong), and it was also a 
completely democratic process. In a period of four years 
and eight months, the drafting committee held eight 
conferences, five special topic small groups, and met 
more than 60 times. The mainland’s drafting committee 
members came to Hong Kong on several occasions to 
solicit ideas from various parties in Hong Kong, and on 
two of those occasions, formally organized groups were 
sent to solicit opinions in a comprehensive way. They 
were known as the “two ups and two downs.” The first of 
these visits was made between May and September of 
1988 to gather written suggestions for the Draft Basic 
Laws. The second was made between February and 31 
October of 1989, whereby opinions on the Sixth Session 
of the Seventh People’s Standing Committee’s examina- 
tion of the “Draft Basic Law of the Hong Kong SAR” 
were solicited. 

The Consultative Committee took an objective and 
comprehensive approach when gathering ideas. The 
committee members had a full schedule in Hong Kong 
and often went to Beijing to report on ideas they had 
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collected. On the two occasions they made their com- 
prehensive survey of ideas, they gathered many sugges- 
tions and compiled them into a written report. To 
preserve the originality of the ideas, no comprehensive 
editing was made, but each item was recorded individ- 
ually and reported truthfully, without distortion or 
simplification. The suggestions were “‘categorized” to 
make reading easier. 


In addition, through its contact with individuals, groups, 
and others, the Hong Kong branch of XINHUA SHE 
had also gathered many suggestions. XINHUA SHE 
made special studies of those ideas, and some Chinese- 
funded organizations also heard and gathered ideas and 
brought them to the branch XINHUA SHE. The Sino- 
British Joint Liaison Group and the Hong Kong-Macao 
Affairs Office also obtained some information, and so 
did party and state leaders when they were meeting 
people from different circles in Hong Kong and Macao. 


It is fair to say that the Hong Kong people’s wishes were 
given full consideration in those four years and eight 
months; most ideas were deemed very valuable. They 
were studied and discussed repeatedly, especially by the 
Drafting Committee. 


Members of the Drafting Committee in Hong Kong 
represented different interests and different stands; there 
were few consensus. The committee had no problem 
with the more simple, reasonable, and less controversial 
issues. For example, the question of the New Territories’ 
native inhabitants’ right to inherit land only involved 
residents of the New Territories, there was no contro- 
versy, and it was ratified easily and was written into 
Article 40 of the Basic Law. Another example was the 
churches’ right to use and inherit properties and accept 
financial aid, which was a concern of the churches but 
not vital to the others, and was quickly decided in the 
Basic Law. 


But things were different when it came to issues that 
involved other interests, that were confrontational and 
controversial. For example, on the questions of the Hong 
Kong people's autonomy and the relationship between 
the central government and the government of the SAR, 
there were many disputes. The Drafting Committee had 
a principle: Do the easy things first; that is, tackle the 
easy, less controversial problems first to lay the founda- 
tion for the Basic Law and take ample time to consider 
and discuss the difficult problems. 


As far as the Drafting Committee itself was concerned, in 
order to deal with the relationship between members of 
the mainland drafting committee and the Hong Kong 
drafting committee and between the committee and the 
outside world, many mainland practices were changed to 
facilitate cooperation and compromises. 


For example, it is customary to keep everything secret in 
the mainland. The secretariat followed mainland prac- 
tice and brought up the secrecy issue at the Drafting 
Committee’ first meeting. Hong Kong's Drafting Com- 
mittee members and the media objected, and public 
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opinion demanded that the Drafting Committee's activ- 
ities be made public, and so at the chairman’s meeting 
the secretariat asked for a debate and suggested 
accepiing the idea, changing past practices. And so it was 
decided that after each special topic small group 
meeting, a spokesman would talk to reporters about the 
contents of each meeting, but there was one provision, 
that while the contents of all discussions could be dis- 
closed, what was said and who said it was strictly 
confidential. If individual committee members chose to 
disclose what he or she had said at a meeting, the 
Drafting Committee had no right to intervene, but the 
formal briefing (the background explanation sessions) 
would name no names, giving individual members the 
right to choose. Subsequently, the meetings became 
increasingly public. The entire drafting process was 
basically an open process and was completely trans- 
parent, drastically changing the mainland’s usual work- 
style and approach. [Installment No 48] 


{22 June 93 p 2] 


[Text] 4. Democratic Consultation, Cooperation, and 
Compromise (part 2 of 2): The Hong Kong People Were 
Satisfy With the Basic Law Prior to “June 4” 


Between the mainland committee members and the 
Hong Kong committee members, it was the former who 
tried hard to let the latter express their opinions, to 
accept their ideas, and in the actual writing, they tried 
their best to satisfy the Hong Kong drafting committee 
and honor the Hong Kong people's reasonable wishes as 
much as possible. 


Meanwhile, the Hong Kong drafting committee mem- 
bers also adjusted to the mainland’s regulations and 
discussion procedures. For example, when the Consulta 
tive Committee drew up its regulations, some members 
objected to the reference to “democratic consultation,” 
saying that the term was “imprecise and unscientific,” 
and they also felt that it connoted the sense that the 
democratic parties and factions were in agreement with 
the ruling Communist Party. But in the mainiand, 
democracy and consultation always go hand in hand. 
Later a compromise was reached, and the term was 
included in the regulations. I once said that consultation 
was part of democracy, and for that I was criticized by 
some Hong Kong people. 


Actually it was just a misunderstanding. Consultation 
can be on equal grounds. In the consultative process, 
there is an assertive side, and there is also a side that 
accepts and agrees, or both sides may compromise. 
Subsequently, in the actual drawing up of the Basic Law, 
many in the Hong Kong Drafting Committee and the 
Consultative Committee accepted this approach, and 
everybody talked things over on equal footing. It became 
a way to give expression to democracy. 


Prior to the second plenary session of the Drafting 
Committee, the secretariat sent copies of the outline of 
the Draft Basic Law to the chairman and the vice 
chairmen. The reporters came to me, and I said, “I have 
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read it, but I cannot disclose the contents.” Little did I 
know that would cause trouble. Liu Yiu-chu [1675 3852 
3796] asked, “We are all members. Why should he get to 
look at the draft first?” I! learned my lesson. In the 


issue; it had no substantive content, and we thought that 
we might as well make a rough draft, not knowing that it 
would lead to such misunderstanding. Because of this 
incident, we have decided to set up a special topic small 
group composed of mainland and Hong Kong committee 
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the Basic Law: Prior to “June 4,” 


implemented after 1997. After “June 4, 
more dissatisfied with the final version 
system as written in the Basic Law, especially 
Article 23 which amended the anti-subversion 


Overall, the Basic Law was founded on the wisdom 
the masses and compiled after a complicated consulta- 
tive process. It was the result of compromises and the 

of the of wisdom on both sides. Even 
today, I still think that it is a good choice that will put the 
people of Hong Kong on the road to democratic 


autonomy. 


5. Trouble Over a Booklet te 
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in November, teloos the Soomal ciabinn of the tor 
British Joint Declaration in December, it rushed to 
publish the “White Paper.” In Hong Kong, these actions 
caught our attention, and we began studying them. 


The British Hong Kong government's goal as stated in 
the “Green Paper” was to “gradually establish 

regime, so that its power is firmly rooted in Hong Kong 
and has the full authority to represent the Hong Kong 
people's views and is held responsible to the Hong Kong 
people even more directly.” By the time the “White 
Paper” was published, the goal was even more clear: It 
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was to “gradually establish at the central level a system 
of representative government that is even more directly 
responsible to the Hong Kong people and is firmly 
rooted in Hong Kong.” 


The British Government's goal was very clear. It was to 
set up a system of representative government in Hong 
Kong and practise so called “returning the government 
to the people.” 


From our own intelligence and from public opinion 
trends, we had proof of British intention to radically 
change the basic framework of the Hong Kong govern- 
ment prior to 1997. [Installment No 49} 
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{Installment No 52 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”} 


[Text] Various international news agencies also carried 
reports,international news agencies also carried reports, 
leading certain Japanese and French banks to ask their 
Hong Kong connections to find and ask me in person: 
“What is the problem between China and Britain?” 


And a friend from press circles asked someone to pass on 
the word to me that: “Your statement was too intense, 


being much too damaging to your image!” 


I received phone calls from certain friends, some telling 

me about public and international reactions, some 
cuetian support, and yet others indirectly reflecting 
differing views, making the well-meant suggestion that 
the future statements should emphasize deportment. 
And I also received certain “letters from the people,” 
expressing support and encouragement. 


Bao Yugang [0545 3768 0474] also sought me out to 
express support: “While you have spoken very well, and 
it was about time, certain Chinese as well as British 
friends also agree with you.” He also said that: “Good 
principles also say that you have spoken well!” 


Later, Jardine Matheson’s Simon Kaise expressed to me 
directly his dissatisfaction with the British Hong Kong 
government's method of representative government, 
sympathizing with my statement. 


While I had expected differing stands and reactions, | 
had never anticipated the reaction to my sense of pro- 
priety, particularly to my deportment. So I learned my 
lesson, and strove to prevent its recurrence on future 
public occasions. 

This “storm about my statement” also aroused the 
attention of Beijing, with the Ministry of Foreign Affairs 
(MOFA) and the [State Council] Hong Kong and Macao 
Affairs Office (HKMAO) sending me telegrams asking 
what I had said. My colleagues in our branch of the NEW 
CHINA NEWS AGENCY (NCNA) were quite tense, 
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wondering whether the inquiries meant that a mistake 
had been made. So I reported the news record to the 
MOFA, the HKMAO, the CPC Central Committee, and 
the State Council, as well as consoling my colleagues that 
there was no need for concern, as the matter had not 
been handled wrong. Even if it had and Beijing criticized 
us, I was responsible, as “the statement was mine. 


The MOFA’s diplomatic language of “considering both 
sides and speaking around the issue” was esseniiaily 
noncommittal, showing China’s conflict in dealing with 
my statement. When the British side criticized my state- 
ment at a meeting of the Sino-British Join! Liaison 
Group, the Chinese side’s chief representative, Ke 
Zaishuo [2688 0961 3617}, responded that this was 
“unfair,” differing from MOFA's tacit consent, and 
stretching to convey China’s position. I considered that 
he might have used such a “neutral” term only because 
he either was not obeying MOFA instructions, or had not 
received them (which possibility was not great) | believe 
that he felt very awkward. 


When Ji Pengfei [1213 7720 7378] [chairman of the 
Basic Law Drafting Committee for the Hong Kong 
Special Administrative Region, and director of the 
HKMAO)}] later visited Hong Kong, he asked me: “What 
did you say at the time?” After I had told him, he had 
nothing further to say. (In fact, his question was unnec- 
essary, as I had already reported by telegram, as wel! as 
attaching the news account.) I knew that his view dif- 
fered, so did not discuss it further. And when a reporter 
asked him on a public occasion his view on the “storm 
about my statement,” he did not take a stand At a 
cocktail party given for him by industrial and commer- 
cial circles, when Mauridge of the Hong Kong Chamber 
of Commerce (generally known as the West's Chamber 
of Commerce, as its members were mostly British mer- 
chants) “complained” to him, criticizing my statement, 
Ji Pengfei actually said nothing despite the fact that | was 
standing not far from them, making me feel that he had 
gone a bit too far. But at a luncheon after he had spoken 
with Hong Kong Governor Wilson, when someone again 
mentioned the “storm about my notes,” he finally made 
the statement that: “As it seems to have motivated 
Britain to dovetail’ with us, it did have an impact.” 


While Ji Pengfei was visiting Hong Kong, the news came 
from Beijing that the “storm about my statement” had 
also set off a “storm” in Beijing, with the MOFA and the 
HKMAO complaining about me to the Central Com- 
mittee and State Council, arousing the attention of the 
Central Committee. At a meeting of the CPC Central 
Committee Secretariat, Wan Li said that: “I have read 
the whole text of Xu Jiatun's statement, and believe that 
it contains no problems.” So it seems that the support of 
figures, such as Wan Li, kept the storm from blowing up 
in Beying. 


At a meeting with Deng Xiaoping in the first half of 
1986, he asked me: “Did vou not make a statement that 
aroused controversy?” While I did not know if he was 
referring to its internal or external controversy, | said: 
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“Yes. It caused much trouble.”” Whereupon Deng said: 
“You were not wrong. If you had not made that state- 
ment, allowing Britain to go on as it had, Hong Kong 
would have certainly been thrown into chaos.” State 
Councilor Gu Mu was at that meeting with Deng. When 
I returned to Hong Kong and discussed the matter with 
my NCNA colleagues there, they suggested that: “You 
Ought to write a report to the MOFA and HKMAO, to let 
them know about this.” While my colleagues’ idea was a 

very good one, I felt that it was unnecessary, as I had 
Saas th Gah | tad done eotlion wrens, 


One month after the “storm about my statement,” 
Britain expressed acceptance of the principle that repre- 
sentative government would be Jovetailed with the Basic 
Law, even though much mutual controversy still 
remained over the political system issue. After this, in 
the course of the drafting of the Basic Law, both sides 
entered a stage of cooperation. 
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{Installment No 53 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[Text] Zhao Ziyang had warned me that in order to 
maintain Hong Kong's stability and prosperity, “i 
economy must not be allowed to collapse. On the (one in 
ten thousand) chance that it did, the burden would be 
too great for us to bear.” 


I agreed with Zhao Ziyang’s view, having calculated at 
the time that the Hong Kong government had annual 
revenues of $36 billion HK and annual expenditures of 
over $30 billion HK, meaning that at the exchange rates 
of the time, Hong Kong was spending over $10 billion 
RMB, or more than Jiangsu Province’s annual revenues 
of over $7 billion RMB. 


If Hong Kong's economy collapsed, in order to maintain 
Hong Kong's spending, not to speak of $10 billion RMB, 
could the Central Government come up with even $3-5 
billion RMB to support the Hong Kong government? 
This was highly unlikely. And in light of Hong Kong's 
economic development realities, it would be necessary 
first to preserve Hong Kong's social stability, or relative 
social stability, in order to even attempt to maintain its 
economic prosperity. This was a primary consideration 
in both the Sino-British talks, as well as in the process of 
Hong Kong was situated in the heart of the Asia-Pacific 
region, in relation to which Hong Kong alone was 
relatively stable. China itself had been through decades 
of unrest, and Southeast Asia had also been in a state of 
constant uph:aval. 


Hong Kong's stability depends mainly on China. 
China’s Hong Kong policy under the KMT had been 
not to regain sovereignty, but rather to maintain the 
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Status quo, which policy remained in effect after the 
founding of the PRC. In modern history, Hong Kong 
had experienced instability only twice. The first time 
was the Japanese invasion of China, when Hong Kong 
was occupied for three years and eight months, which 
was the longest period of turbulence in Hong Kong's 
history. The second was two brief periods of instability 
after the founding of the PRC: In 1956, when the KMT 
engineered an insurrection in Kowloon and Ch'‘uan- 
wan; and in 1967, when the CPC led the so-called 
“Anti-British resistance,” neither of which two periods 
of instability lasted very long. 


After the Sino-British talks began, Hong Kong also 
experienced sharp turbulence, with stocks and real 
estate plummeting abruptly, and capital flight and 
emigration coming in severely growing waves, the 
fundamental cause of which was economic, with 
supply exceeding demand. This, in addition to political 
factors, meant that China's recovery of Hong Kong was 
touching off some unrest. 


In short, Hong Kong's long-standing stability, in addi- 
tion to its economic and monetary policies of freedom 
and low taxes that had turned Hong Kong into a capital 
and refugee haven for China and many Southeast Asian 
countries and regions, were also factors in the develop- 
ment of Hong Kong's funding and talent. It could be said 
that Hong Kong was prosperous precisely because it was 
more stable than other regions. 


So how could we continue its stability? The external 
factors were very hard to predict and estimate. If the 
British Labor Party came to power, might it change 
Britain's Hong Kong policy? For instance, might it 
radically change Hong Kong's democratic course, or take 
a harder line in Sino-British relations? Might Taiwan 
continue its past practice of stirring up unrest in Hong 
Kong? We estimated such a possibility to be very small, 
as Taiwan was busy enough with its own affairs, so that 
stirring up unrest in Hong Kong would have few pluses. 
And while it was possible that China itself might turn 
“left,” this was not seen as a major consideration at the 
time, as we held it to be unlikely. 


We were most concerned about two possibilities: First, 
that Western and Taiwanese forces might exploit Hong 
Kong to effect a change of system in inland China and 
undermine inland security, by turning Hong Kong into 
an anti-Communist outpost. In fact, as they had long 
since acted in this way, at issue was whether they would 
go so far as to make things unbearable for China. 


Second, we were concerned that instituting democratic, 
representative government too quickly might be too hard 
for the various social strata to adapt to, causing unrest 
and affecting investor confidence. 


In light of the past experiences of the Philippines, 
Taiwan, South Korea, India, and certain African coun- 
tries in instituting democratic government, the transi- 
tion of colonized countries to democracy almost always 
led to social unrest, affecting investor confidence. As 








appointed by the British Crown held centralized 
power, not only holding political power, but also being 
the supreme local military officer, as well as probably 


spokesmen serving 
Council (EXCO) members, as well as British financial- 
group delegates, such as T’ai-Ku and Chartered Bank 
delega*es in EXCO. (This was prior to 1983, as Jardine 
Matheson and Chartered Bank had no EXCO mem- 
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No 54 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[Text] The Hong Kong administration's second feature 
was its establishment of an outstanding consvitative 
political framework. 


Hong Kong's Executive and Legislative Councils 
(EXCO and LEGCO) were clearly the advisory bodies 
for the Hong Kong governor, who was president of 
both councils. While EXCO was the Hong Kong gov- 
ernor’s most important advisory and policymaking 
body, all key decisions of the Hong Kong administra- 
tion were made by the Hong Kong governor. Almost all 
of the highest officials in the Hong Kong administra- 
tion were members of EXCO. 
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The Hong Kong administration's LEGCO, in addition to 
having appointments of some government officials as 
“administration-defense members,” also recruited some 
outstanding public figures from areas, such as industrial 
and commercial circles, the professional world, and mid- 
and upper-level figures from certain community groups. 
The Hong Kong public elected each year 10 outstanding 
young people, a great many of whom, such as Li P’eng-fei 
[2621 7720 7378] and Li Chu-ming [2621 2691 6900}, 
were recruited by the Hong Kong government to take 
part im the administration. 


These figures took part in the administration in an 
advisory capacity, having no decisionmaking authority. 
While EXCO proposals were submitted for discussion to 
LEGCO, which could propose ammendments, the final 
decisionmaking authonty on their acceptance rested 
with the Hong Kong governor. 


een a eee 
tative system contnbuted to Hong Kong's economic 
development. 


As the Hong Kong administration had organized an 
advisory committee of over 300 members appointed by 
the Hong Kong administration, including outstanding 
figures from all walks of life, it was said that the 
administration was an outstanding regime. Generally 
speaking, whenever there was an issue, a particular 
profession had any legislative problems, or the govern- 


whose views were submitted to the pertinent depart- 
ments, EXCO, and the Hong Kong governor for either 
adoption or ammendment. 


While this consultative system was essentially within the 
work, it did enable the Hong Kong governor within 
certain limits to give a little “democracy” to mid- and 
upper social levels, providing them with opportunities to 
both learn about government decisions im advance, as 
well as to express their opinions, so covld be said to be a 
certain degree of “participatory” or “representative” 
government. 


Hong Kong’s 19 district assemblies were also part of the 
consultative framework, aimed at providing residents 
with a certain degree of participation in district affairs. 
or lower- levels, with each district assembly carrying out 
a “plan for meeting with residents,” so that residents 
from the distnct could make appointments for meetings 
with distrnct assembly members, in order to express their 
views on any district matters, and propose means of 
making improvements. 

Hong Kong's 19 districts had 71 advisory service centers 
where questions about t work were answered 


governmen 
free of charge, with 127 sub-district committees and over 
4,000 village organizations to provide the government 
with a widespread and quite effective hason network 
with grassroots residents. 














10 POLITICAL 


As the Hong Kong administration consulted with resi- 
dents through these channels, this consultative organiza- 
tion became a key part of the ruling framework under the 
control of the Hong Kong administration’s government 
affairs office. 


Hongkongers said that Hong Kong had three governors: 
1) the governor appointed by the British Crown; 2. the 
board chairman of the Hong Kong and Shanghai 
Banking Corporation who, with his decisive financial 
might and prerogatives, had become Hong Kong’s finan- 
cial “governor’’; 3) the Racing Association, which could 
be said to be the psychological ruler of quite a few 
Hongkongers. 


The Racing Association held horse races twice a week for 
four months out of the year (June through September), 
with the betting reaching tens of millions of dollars [HK] 
a race, hundreds of millions a racing day, 12 billion for 
all of 1983, and over 30 billion by the eve of my 
departure in 1989. Hong Kong had two horserace tracks, 
the older one dirt and the newer sand, where each race 
not only saw the stands packed with tens of thousands of 
people, but also included offtrack bettors, attracting up 
to a million people, all of whom hoped to win. Every 
week brought two chances for several bettors to get sick 
quick and become mid- and small-size millionaires, 
while others went bankrupt and committed suicide. I 
held that while most people could be said to be “willing 
taxpayers” for the government, the Racing Association 
acted as a narcotic to make residents unconsciously 
satisfied with the status quo, with many trying to get rich 
by luck instead of looking for other routes to wealth. 


There was also a lottery, which twice a week created 
several millionaires and nouveau riches, playing the 
same role. 


As British Hong Kong rule was quite successful, the mid 
and upper levels of society certainly did not essentially 
contain any organized mindset to overthrow colonial 
rule, developing a rather widespread dependent men- 
tality instead. As Hong Kong’s upper levels, and even 
quite a few mid-level figures, lacked political indepen- 
dence, it must be said that Britain’s colonial rule in this 
case was successful. The Hong Kong administration also 
awarded each year several imperial decorations of var- 
ious grades, such as “Gentleman of Peace” and “OBE,” 
which were conferred on outstanding public figures 
from all walks of life by the Hong Kong governor 
himself, or even by the Queen, as well as rewarding 
administration officials for “achievements or contribu- 
tions,” thus winning over Hongkongers’ hearts, giving 
them a sense of honor and belonging. But other Hon- 
gkongers poked fun at these decorations, calling them 
“Dutch water (soda) bottlecaps.” 


Generally speaking, the Hong Kong administration 
formed the structure for rule of Hong Kong by the 
Hong Kong administraion through the law, the police, 
the military, and the consultative organization, accom- 
panied by social organizations, such as the Racing 
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Association, charitable institutions, and churches. 
British rule in Hong Kong was a sort of “benevolent” 
dictatorship. Or it could be called conciliatory rule 
with a large degree of freedom. While it was not 
democratic, it did give people, without threatening 
British colonial rule, various opportunities to vent 
their discontent or dissent, which discontent and dis- 
sent was heard and ameliorated to a certain extent. 


The third feature of the Hong Kong administration 
was that it had a civil service. The Hong Kong admin- 
istration’s various departments were essentially com- 
posed of permanent staffs, who needed certain quali- 
fications (such as professional knowledge), but had 
lifetime employment through set procedures of 
internal training and promotions. Moreover, officials 
had only to swear allegiance to the British Crown, not 
being troubled with the problem of having to maintain 
neutrality in party struggles, giving them an even 
greater sense of dedication. 


These three major features of the Hong Kong adminis- 
tration showed that British rule in Hong Kong for the 
last century plus, particularly the last several decades, 
had been successful in maintaining Hong Kong's sta- 
bility, particularly its economic growth in the last two 
decades. So when drawing up the Basic Law, we needed 
to notice and utilize this, discarding its colonialism, 
assimilating its freedom, and developing its democracy, 
as one of our key grounds for establishing after 1997 a 
highly autonomous democratic system with prosperity 
and stability. 
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[Installment No 55 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs”) 


[Text] As the political-system program, or what kind of 
political system the Hong Kong Special Administrative 
Region (SAR) would practice after 1997, was the most 
controversial, complex, and difficult issue in the course 
of formulating the Basic Law, it was also the most 
time-consuming and volatile problem. 


The Chinese Government’s conception of Hong Kong's 
political system after 1997 was to maintain the British 
Hong Kong Administration’s status quo essentially 
unchanged, being depicted in Liao Chengzhi’s [1675 
2110 1807] terms as “‘a change of national flag,” with 
“the Hong Kong governor becoming a Hongkonger 
appointed by China.” 


But the Sino-British Joint Declaration’s Appendix | on 
the SAR’s political-system clause differed substantively 
from the Chinese Government’s original conception. 
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In the drafting of the Basic Law, the sharpest controver- 
sies were mainly in two areas: 1) On “the Hong Kong 
SAR’s enjoyment of executive, legislative, independent 
judicial, and final judgment authority.” 2) On “the Hong 
Kong SAR’s legislature being elected, with the executive 
having to observe the laws and being responsible to the 
legislature.” The crux of the controversy was: Would the 
SAR’s political system be one of a tripartite balance of 
powers, with mutual checks and balances? Would the 
“executive” or “legislature” dominate? 


As I did not take part in the Sino-British talks (as Li 
Jusheng [2621 5468 3932] had blocked me from the 
early-stage talks), the only records that I could see were 
mostly “verdicts,” making it very hard for me to see the 
crux of the controversy. But by the time of the drafting of 
the Basic Law, the controversy came to light. I guessed at 
the time that the Chinese consideration for after 1997 
was that: As the former colonial government was not 
democratic, it would need to be changed somewhat; and 
these Chinese democratic plans had induced the British 
to promote a representative system. Or possibly it was 
the British who had proposed the representative-system 
idea in the talks. But regardless of which side was 
responsible for it, it was certain that the Chinese had 
never reckoned during the negotiations with Britain’s 
“surreptiousness” before the two sides had even reached 
agreement, in that it would “rush” to promote the 
representative system during the last 12 years of its 
jurisdiction, to change its promise in the Sino-British 
Joint Declaration to “return administration to China” 
into “returning administration to the people.” (While 
the Sino-British Joint Declaration had stated that “the 
two kingdoms jointly declare that the governments of the 
two kingdoms will return Hong Kong to the PRC on | 
July 1997,” the British had still set forth in a “white 
paper” the “need to gradually establish at the Adminis- 
tration’s central level a representative system that is 
more directly responsible to the people and firmly rooted 
in Hong Kong.”’) 


Li Hou [2621 0683] [deputy director of the State Coun- 
cil’s Hong Kong end Macao Affairs Office (HKMAO)] 
did not at first seem to understand Britain’s plot. At a 
meeting in Macao of the Basic Law Political System 
Group that he chaired, he had proposed that the future 
SAR Administration would practice a “separation of 
powers” program, with executive, legislative, and judi- 
cial authority being separate and having mutual checks 
and balances. This not only was out of line with the 
understanding of the Central Government’s views by the 
Hong Kong and Macao Working Committee of the time, 
but also before long was disagreed with by Deng 
Xiaoping as expected. 


As to the executive being “responsible” to the legislature, 
Lu Ping [7627 1627] [deputy secretary general of the 
Basic Law Drafting Committee for the Hong Kong SAR 
and deputy director of the HKMAO] explained this to 
Hong Kong reporters as being legislative consultation, 
just as the then relationship between the British Hong 
Kong Administration and the Legislative Council 
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(LEGCO). And the response to public calls for the 
British Governmeiit to explain this was also very vague. 
I doubted at the time whether the “senior advisor” of the 
Chinese Planning Committee would clarify the issue in 
the Sino-British talks. This was because in a discussion 
of the “decade of great changes remaining in effect for 50 
years” by the Hong Kong and Macao Working Com- 
mittee, its “chairman,” Ji Pengfei [1213 7720 7378] 
{chairman of the Basic Law Drafting Committee for the 
Hong Kong SAR and director of the HKMAO] had 
sighed to me about the provision on “the legislature 
being elected,” that “he had not added consultation’ at 
the time, as he had not fully reckoned with Britain’s 
(intentions).” (The Sino-British Joint Declaration pro- 
vided that the SAR Chief Executive would be produced 
through either election or consultation.) 


The British Hong Kong Administration’s “surreptitous 
rush” to promote a representative system touched off a 
wave of democracy unprecedented in Hong Kong’s 
history. This was the British Hong Kong Administra- 
tion’s brilliant “public opinion card” stroke, which 
intensified Hong Kong’s social division and unrest. 
Outstanding mid-level and grassroots figures, who had 
no confidence in China and were dissatisfied with the 
public status quo and their own plight, came out with 
calls for rushing to democracy, some of whom were 
dependent on British Hong Kong largesse while con- 
sidering it inadequate. Of course, many were also 
trying to exploit the struggle between China and 
Britain to win democracy from both sides. While this 
led to a surge toward democracy by various types, the 
“silent types” were probably still in the majority. 


It should be pointed out that while Hong Kong had never 
questioned the social climate of its politics, this [wave of 
democracy] began a fundamental change that has grad- 
ually evolved to turn Hong Kong into one of the world’s 
regions with a rare and maximum political sensitivity. 


As to this wave of democracy, most of the upper levels of 
society were laden with anxiety. Most Hong Kong Chi- 
nese big bourgeoisie had been economically dependent 
on the British at first. And while some later had van- 
quished British capital in market competition, even 
supplanting it in some areas, they had not yet completely 
overcome this dependence, at icast not financially. As 
they lacked political independence, their major aspira- 
tion was to maintain the status quo. Confronted with the 
ever-surging wave of democracy, they started out with no 
ideological preparation, and with even less preparation 
for playing the democracy game, which turned into 
concern that middle and lower class participation in and 
control over political affairs would change the status 
quo, bringing great calls for a “free lunch” and sharply 
higher taxes that would lose them their advantage in 
Hong Kong’s moneymaking paradise. But while democ- 
racy was a wave that could not be opposed “rationally” 
or stopped with “force,” leaving therm for some time in a 
state of depression and vacillation, the process of 
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drafting the Basic Law made some of them dependent on 
China, in order to cope with the Hong Kong democracy 
wave’s ideas and actions. 


The big capitalists had the same position among both the 
British financial groups and the Chinese. Chia Tao-li 
[0857 6670 3810] endorsed and supported my “state- 
ment-storm” speech, as well as telling me directly after 
the 4 June incident that he supported the middle- 
of-the-road plan proposed by business world figures, 
such as Luo K’ang-jui [5012 1660 3843]. And Simon 
Kaise told me twice that he was dissatisfied with the 
position of Hong Kong’s democratic radicals. 


They held that as Hong Kong was founded on stability, 
instituting democracy too quickly might cause unrest 
that would produce an investor-confidence problem. 


Xu Jiatun’s Memoirs (Part 56) 


94CM0114B Hong Kong LIEN HO PAO 
in Chinese 29 Jun 93 p 2 


{Installment No 56 of the serialized memoirs of Xu 
Jiatun: “Xu Jiatun’s Hong Kong Memoirs’’] 


[Text] As China had gradually begun to recognize Brit- 
ain’s tactics of “surreptiously pushing” to promote a 
representative system after the British Hong Kong 
Administration had issued its “green paper,” it formu- 
lated its own tactics that the representative system would 
have to be “dovetailed” with the Basic Law to restrict 
the pace of Britain’s administrative reform, i.e., that 
“they would have to act according to their statements.” 


While most people in a society with no democratic 
traditions were not ideologically prepared for democ- 
racy, so were unsuited to it, particularly the upper levels 
who were anxious about it, the push toward democracy 
had already become a fact, leaving the only possibility 
being to retreat to a second line of defense and consider 
its rate of advance, which was logical. 


In the course of drafting the Basic Law, the crux of the 
political-system coniroversy was over whether democ- 
racy would occur “fast,” “slow,” “more,” or “less.” 
During my time with the Basic Law Drafting Committee 
in Guangzhou, I had responded to a Hong Kong 
reporter’s question on democrats and conservatives that: 
Hong Kong’s democracy dividing line is one of radical or 
moderate democracy, not of democracy or conservatism 
(without remembering the specific words, this was my 
general idea). But this controversy certainly evolved into 
an intricate and complex dispute between China and 
Britain and between China and Hong Kong, becoming so 
complicated and confusing that it was hard for the public 
to see the true facts. 


China had designed Hong Kong’s political reform pace 
according to Deng Xiaoping’s thinking on “general elec- 
tions” “proceeding step by step,” which Britain had later 
essentially accepted in [then Hong Kong governor] 
Wilson’s public version of “advancing gradually in due 
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order,” which Deng Xiaoping had immediately endorsed 
publicly. This “advancing gradually in due order” was a 
substitute term for “proceeding step by step.” 


Most democracy radicals were in the middle and 
lower-middle levels of the middle (middle bourgeoisie) 
stratum, who were calling for equality of upward 
mobility politically, economically, and as to humana 
values. Such calls gave no cause for much criticism, as 
they needed to be designed into the political system 
within the democratic framework of the Basic Law 
needing to consider them. And most democracy mod- 
erates were in the upper and middle-upper levels of 
society, quite a few of whom had originally not 
endorsed a democratic political system, but had later 
seen that democracy was unavoidable, so were forced 
to meekly submit, while still being concerned about too 
much or too fast democracy. The drafting of the Basic 
Law set off new hopes that democracy would protect 
vested interests, or even bring greater benefits and new 
enjoyments politically, economically, and as to human 
values. So the “proceeding step by step” or “advancing 
gradually in due order” principle for practicing a 
democratic political system, gave consideration to 
both democracy radicals and moderates, striving for a 
compromise to reduce unrest. 


But the varying degrees of mobilization of the various 
social strata was also a problem. 


The situation in Hong Kong at the time was that while 
some in the upper, middle, and grassroots levels already 
had democratic political and government aspirations, 
most people had not yet been organized. But the lower 
and middle level’s organized “pressure groups” had 
already appeared in embryonic form. During the Sino- 
British talks, all social forces, mainly the middle level’s 
lower-middle strata, organized various new social 
groups, which gradually began to collaborate. 


My own internal analysis at the time was that: The 
situation was much like that of the initial inland anti- 
Japanese struggle, in which various elements had orga- 
nized guerrilla forces, with those possessing a few guns 
acting as “commanders,” and “commanders sprouting 
up like weeds” for a time. These guerrilla forces grew, 
with the large eating the small, and the strong gobbling 
up the weak, to gradually merge into a large guerrilla 
force, and even into a “regular” army. And this group 
development in Hong Kong could also take a similar 


path to grow into a political party. 


But as most of the upper bourgeoisie had not yet 
awakened, while the middle and lower strata had 
already gone into action, society lacked organized 
checks and balances. 


As to Li Hou’s proposal that the future Hong Kong SAR 
Government practice “the separation of powers,” this 
was based mostly in Western nations on political-party 
politics, with multiparty elections and majority-party 
rule. As these governments had majority-party support 
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in congress, they could ensure that their political orders 
were passed. But Hong Kong had no political parties, 
with the big and middle bourgeoisie essentially not yet 
having organized. Even if they had organized, it would 
have been hard to achieve the right climate in a short 
period of time. Meanwhile, the democracy radicals rep- 
resenting the middie and lower social strata were orga- 
nized in embryonic form (after the 4 June incident, the 
democracy radical forces did certainly further expand to 
appear in a political party form). I estimated at the time 
that the continuation of this could very likely lead to a 
general situation before 1997 of one-party legislation, 
with antagonism after 1997 among the Chief Executive, 
the administrative sector, and the Legislative Council, 
making it impossible or hard to pass any bills, leaving 
nothing of the Hong Kong administration’s original 
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efficiency, and touching off political, social and internal- 
administration turbulence. This meant that the “separa- 
tion of powers” plan was out of line with Hong Kong’s 
realities. Before long, on 16 April 1987, Deng Xiaoping 
publicly disagreed in a meeting with the Hong Kong 
[Basic Law] Drafting Committee with the “separation of 
powers,” showing that this idea of Li Hou and others did 
not conform to the Central Government spirit. 


Li Hou and Lu Ping also publicly stated at the time that 
they did not approve of the emergence of political parties 
in Hong Kong. This [the emergence of political parties in 
Hong Kong] was also out of line with Deng Xiaoping’s 
thinking and Hong Kong’s realities. So when reporters 
asked me about Li Hou ahd Lu Pir ,.'s statements, I could 
only respond that “those are their personal views.” 
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NATIONAL AFFAIRS, POLICY 


Roundup Report on Economic Reforms 


94CE0198A Beijing ZHONGGUO JINGJI TIZHI 
GAIGE [CHINA'S ECONOMIC STRUCTURE 
REFORM] in Chinese No 10, 23 Oct 93 pp 16-18 


[Article: ‘““Movirig Ahead While Tackling Difficulties— 
Correspondent Summarizes New Situation of All-Out 
Pursuit of Economic System Reform”) 


[Text] During the year, every jurisdiction and every 
sector in the country has focused on the difficulties and 
the key areas in reform, studying hard and exploring 
courageously to attain the goal of building a socialist 
market economy system. Consequently, substantive 
advances have been scored in some major fields of 
reform and opening to the outside world. 


Early Results Seen From Implementation of “The 
Regulations” 


As of the end of June, the “Implementation Methods” 
were fully inaugurated in every province, municipality, 
and autonomous region. Of the 28 associated regulations 
drawn up by State Council agencies, six have been 
promulgated, four have been countersigned, seven have 
been forwarded for examination, and 1|1 are awaiting 
forwarding for examination. Eight of the 14 rights to 
manage their own affairs that “The Regulations” confer 
on enterprises have been largely implemented, and four 
have been partially implemented, including the right to 
form p° rtnerships and merge, the right to assign man- 
powcr to jobs, the right to make investment decisions, 
and the right to dispose of assets. Rights that have not 
been implemented are two: the right to import and 
export, and the right to refuse the levying of assessments. 
In this process, which has as its goal the transformation 
of state-owned enterprises operating mechanisms, many 
different methods have been newly tried out. One is the 
active and steadfast running of share system trials, the 
emphasis of share system transformation being on 
changing enterprises’ operating mechanisms. Second is 
enterprises’ further introduction of the competition 
mechanism, enhancement of internal management, and 
intensification of internal reform. Third is the attraction 
of foreign investment, practicing “grafting,” bringing a 
number of enterprises—particularly a number of old 
enterprises—into the marketplace, and getting a number 
of enterprises to emulate the operating mechanism used 
in three kinds of partially or wholly foreign-owned 
enterprises, managing in accordance with customary 
international practice. 


New Actions Taken and New Advances Made in Equity 
Rights System Reform 


Following the 14th Party Congress, all jurisdictions 
paid close attention to the systematization of equity 
rights relationships and reform of the equity rights 
system, their understanding of the importance of 
equity rights system reform becoming increasingly 
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clear, and new actions being taken in the following 
regards. 1) Expansion of the scope of share system pilot 
projects, selecting nine enterprises for the listing of 
shares in Hong Kong, and permitting two enterprises 
(the Shanghai Petrochemicals Main Plant and the 
Qingdao Brewery) to list shares formally on the Hong 
Kong Stock Market. 2) Equity rights trading markets 
have become livelier with each passing day. Today, 25 
cities in more than 10 provinces throughout the 
country have set up or are in process of preparing to set 
up equity rights trading markets. 3) Pilot projects have 
begun to be run on “state-owned, civilian-operated,”’ 
and “publicly owned, privately operated” managemeni 
systems in small enterprises. Results have been pretty 
good, and the outlook appears good. 4) Equity rights 
transfers, enterprise mergers, enterprise bankruptcies, 
and the individually and privately operated economy 
developed further. Enterprises’ organizational struc- 
ture was further readjusted. 


Important Advances in Government Agency Reform and 
Changes of Functions 


In order to meet requirements for development of a 
market economy, the State Council made some neeeded 
adjustments of the functions of some government agen- 
cies this year. State Council government agency reforms 
are moving ahead across-the board, and will likely be 
completed before the end of the year. Encouraged by the 
spirit of the 14th Party Congress, great strides were 
made, and good results obtained in pilot projects for the 
reform of local government agencies, which focused 
primarily on government agencies at the county and 
township level. Now the scope of these pilot projects has 
gradually been expanded to include about one-fifth of 
the counties in the country. Pilot projects for reform of 
government, prefecture, and municipal agencies have 
also begun. Inner Mongolia, which is a pilot project 
province or region for the reform of local government 
agencies throughout the nation, is running agency reform 
projects in 86 banners and counties. This is 86 percent of 
all banners and counties in the autonomous region. So 
far, it has disbanded or merged 1,559 party, government, 
and mass organizations in the streamlining of more than 
41 percent of agencies. It has also sent more than 
100,000 personnel from various official agencies and 
institutions elsewhere, and it has set up more than 
16,200 economic entities of various kinds. 


Further Increase in Intensity of Price Reform; Greater 
Speed in Building Markets 


1) A new situation has occurred in price reform. More 
than 90 percent of the nation’s provinces, directly 
administered municipalities, and autonomous 
regions, more than 280 of its prefectures and cities, 
and more than 1,900 of its counties have deregulated 
grain and edible oil sale prices. They have also 
deregulated, in turn, steel and iron products, and 
some government-allocated coal. Means of produc- 
tion on which the state sets prices number only 25, or 
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approximately 20 percent of total means of produc- 
tion sales. Only six agricultural products, or 15 per- 
cent of agricultural product sales, remain on which 
the state sets prices. The state sets prices on only two 
industrial consumer goods, or less than 10 percent of 
them, and the state sets prices on fewer than 10 
percent of total retail commodity sales. 2) With the 
change from the old to the new system, fine prospects 
for the building of markets have appeared. A look at 
commodity markets shows the development of nearly 
80,000 country fair markets nationwide doing 353 
billion yuan worth of business annually. This is 
one-fourth of all social commodity sales. There are 
more than 3,000 wholesale markets of various kinds. 
They include the preliminary formation of criss- 
crossing commodity market networks for agricultural 
and sideline products, industrial wares used in daily 
life, and the means of production. Markets for key 
elements have also developed to a certain extent. 
Some long-term investment markets, short-term 
financing markets, and foreign exchange regulation 
markets have been established in some large- and 
medium-sized cities. Throughout the country, man- 
power markets, technology markets, real estate mar- 
kets, securities markets, and information marl.ets 
have been set up that are developing and operating 
very well. 


Further Advances in Moving Ahead With the 
Establishment of New S Fully Integrated 
Municipal Reform Pilot 


Following approval by the State Commission for System 
Reform, eight cities including Chongqing, Anshan, 
Changzhou, Wenzhou, Yantai, Yanji, Tangshan, and 
Tongling have become pilot project cities for completely 
integrated reforms. These cities are in process of drawing 
up fully integrated reform plans as a first step in taking 
the lead in the establishment of a socialist market 
economy system. 


Further of City, Town, and Rural Village 
Joint Stock System Enterprises 


1) City and town joint share system enterprises have 
developed rapidly. According to incomplete statistics 
from six provinces including Zhejiang, Jiangsu, and 
Liaoning, and the city of Shanghai, as of the end of 
June 1993, there were more than 5,000 city and town 
joint stock system enterprises. 2) The large scale 
appearance of rural joint stock share enterprises has 
become a major ingredient in rural economic reform 
that is indicative of the direction of township and 
town enterprise reform, and that marks another 
important milestone of major significance in rural 
reform. 


Steady Intensification of F Trade Reform, 
Further Widening of the Opening to the World, 


and Improvement of the Investment Climate 


First is positive advances in import-export system 
reform and the continued development of foreign trade. 
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Customs statistics show a 4.4 percent increase over the 
same period in 1992 in total exports and a 23.3 percent 
increase in total imports for the first half of the year. 
Second is further development of the externally oriented 
economy, notably border trade and foreign economic 
and technical cooperation. The Huang He Economic 
Cooperation Zone comprised of nine provinces and 
autonomous regions along the Huang He, namely Shan- 
dong, Henan, Shanxi, Ningxia, Gansu, Shaanxi, Qinghai 
ef and Inner Mongolia uses to the full the advan- 
tages of the seacoast, the river, and the frontier. This 
zone has jointly opened 34 land, sea, and air ports of 
entry and exit, and it has developed broader interna- 
tional trade with more than 80 countries and territories 
including the Commonwealth of Independent States, the 
United States, Japan, Hong Kong, and Taiwan. Third is 
fine prospects for the development everywhere of three 
kinds of partially or wholly foreign-owned enterprises. 
Statistics from Jiangsu, Zhejiang, and Shanghai show 
more than 7,600 new enterprises built with foreign 
investment in the Chang Jiang Delta between January 
and May 1993, and a contractual foreign investment of 
$8 billion, which is between three and four times the 
amount for the same period in 1992. Fourth is continued 
expansion of the area opened to the outside world. The 
State Council has recently approved the operation of 
foreign owned commercial retail businesses in Beijing, 
Shanghai, Tianjin, Guangzhou, Dalian, Qingdao and the 
five special economic zones, and it has issued com- 
panion policy regulations. In addition, it has approved 
23 cities and counties in Inner Mongolia and Henan as 
areas open to foreigners, thereby bringing to 919 the 
number of cities and counties in China that are opening 
to the outside world. State Council approved economic 
and technical development zones now number 30. Fifth 
is the active movement into internal and domestic 
markets of cities along the Chang Jiang. 


In-depth Advances in Social Security System Reform 


1) New advances have been made in reform of the old 
age insurance system. Currently, more than 500,000 
enterprises of all kinds nationwide, more than 85 
million staff members and workers, and more than |7 
million retired or separated personnel are enrolled in 
retirement plans. More than 60 million staff members 
in twenty-two provinces and cities make individual 
contributions to basic old age insurance. More than 
500,000 staff members and workers in more than 600 
enterprises are enrolled in enterprise supplementary 
old age insurance pilot projects. Sixty-five cities and 
counties are reforming their basic old age fund calcu- 
lation methods. 2) Industrial accident insurance 
system reform pilot projects are expanding steadily. 
In addition to provincewide reforms in Guangdong 
and Hainan provinces, more than 390 cities and 
counties, and more than 6.5 million people in Liaon- 
ing, Jilin, Jiangxi, Fujian, Sichuan, Hubei, Henan, 
and Shandong provinces are participating in indus- 
trial accident insurance reform pilot projects. 3) Med- 
ical insurance system reforms are being carried out 
everywhere. More than 80 percent of all enterprises in 
the country have instituted reforms of various kinds. 
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Further Improvement of Economic Laws and 
Regulations 


China has accelerated the economic legislation pace 
during the year, a number of laws, regulations and 
documents of a regulatory nature appearing one after 
another. As of the end of June, the NPC Standing 
Committee had passed several important regulations 
such as “Amendment of the People’s Republic of China 
Constitution,” the “People’s Republic of China Product 
Quality Law,” and “Supplementary Provisions Per- 
taining to the Punishment of Falsification of Registered 
Trademark.” A number of laws and regulations such as 
the “Corporation Law,” the “Securities Law,” and the 
“Law Against Unfair Competition” will shortly be sent 
to the NPC Standing Committee for deliberation. 
During the first half of the year nearly 20 State Council 
administrative regulations and documents of a regula- 
tory nature were published, including “Interim Regula- 
tions on the Issuance of Stocks and Exchange Control,” 
“Unemployment Insurance Regulations for Staff Mem- 
bers and Workers in Sta‘e-Owned Enterprises,” “Regu- 
lations on the Placemeni of Redundant Staff Members 
and Workers of State-Owned Enterprises,” “Peoples 
Republic of China National Currency Export and 
Import Control Methods,” “State Council Circular 
Notice on Resolutely Halting Indiscriminate Fund 
Raising and Greater Control Over Bond Issues,” and 
“State Council Circular Notice on Hastening Grain 
Circulation System Reform.” Some of the circular 
notices that the State Commission on System Reform 
drafted titled, “Regulations Controlling Shareholdings 
by Staff Members and Workers in Directional Capital 
Raising Shareholding Companies Ltd.,” “Checking 
Irregular Methods Whereby Staff Members of Fixed 
Collection Ltd., Liability Corporations Hold Shares,” 
“Futures Markets Trial Measures,” and “Interim Regu- 
lations for City and Town Joint Stock Enterprises,” will 
be issued in the near future. The views of agencies 
concerned are being urgently solicited on some of these. 
The pace and rhythm of Eighth NPC Standing Com- 
mittee legislation will quicken greatly. Plans call for the 
shaping of an overall framework for a socialist market 
economy legal system during the five-year plan period. 


Work on ing an “Overall Program for the 
Building of a Market Economy System” 
Moving Along Smoothly 


The State Commission on System Reform is currently 
working on further revisions and improvement of the 


“Program.” 


In addition to the aforementioned progress, particularly 
arresting is the CPC Central Committee and State 
Council decisions of the past several months on the 
intensification of reform, and the strengthening and 
improvement of macroeconomic regulation and control 
of the national economy, using mostly economic means 
to solve difficulties and problems that have risen in 
economic development, which have achieved initial 
results. They have systematically and completely studied 
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problems in accelerating the building of a socialist 
market economy system, focusing on the study of coor- 
dinated reform measures in the fields of finance and 
banking, government finance, taxation, state-owned 
assets control, the investment system, and the foreign 
trade system. Major reforms have been made in these 
regards recently. 


In summary, during 1993, the reform situation 
throughout the country has been good. It has developed 
in a healthy way. Some problems do exist, however, 
principal of which are the following: 1) Unevenness in 
implementation of “the Regulations.”” 2) Continuation 
of the problem of a hiatus between reform and develop- 
ment, some places still failing to concentrate their main 
attention on the intensification of reform. 3) Mindless- 
ness in the building of markets. Some places care only 
about the number of markets they build without caring 
about their quality. Second, market regulation and 
policy measures lag. The building of markets is not very 
regularized. It is disorderly and authority is monopo- 
lized. Regions and departments act in isolation, and 
failure to act according to market laws, competition 
laws, and the laws of value is widespread. 4) Macroeco- 
nomic system reform lacks intensity, and the macroeco- 
nomic operating environment is becoming increasingly 
tight. More serious attention must be given to these 
difficulties and problems. Reform must be further inten- 
sified, a socialist market economy system and an eco- 
nomic legal system consistent with a market economy 
must be built to produce a solution. 


FINANCE, BANKING 


Problems, Reform of Foreign Exchange System 


94CE0131A Beijing JINGJI RIBAO 
in Chinese 22 Oct 93 p 7 


[Article by Fu Jun (0265 4596) and Zhuo Ya (0587 
1246): “Speed Up the Reform of Foreign Exchange 
System”] 


[Text] Major Problems in the Current Foreign Exchange 
System of China 


1. Foreign Exchange Market Is Not Unified, Local Divi- 
sions Are Serious 


Since reform and opening up, the traditional system 
of highly centralized foreign exchange control has 
been broken up and a crisscross foreign exchange 
distribution system has been established. Vertical 
distribution is restncted mainly by the ratio of foreign 
exchange withholding and the state foreign exchange 
utilization plan. Horizontal flow is restricted mainly 
by the economic returns of foreign exchange utiliza- 
tion of local departments. The former is less flexible 
as compared to the latter. Enterprises and local 
departments receive foreign exchange supply through 
vertical distribution and rely on the regulatory foreign 
exchange market for regulating their foreign exchange 
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surplus and shortage. The vertical foreign exchange 4. Foreign Exchange Withholding Quota Creates More 





distribution plan is linked to the national plan, 
stressing the consideration of national interests, 
whereas local and departmental foreign exchange 
utilization considers mainly local and departmental 
interests. As a result, there are conflicts between 
vertical foreign exchange supply and horizontal flow. 
For instance, the special economic zones (SEZ) of 
China have a greater demand for foreign exchange 
due to their rapid development. This has caused a 
large amount of foreign exchange to flow into the 
SEZs. In the meantime, areas losing foreign exchange 
do not get timely compensation for such spontaneous 
outflow of foreign exchange. As a result, out of the 
consideration of regional and local interests, local 
governments often adopt means of administrative 
intervention to control the outflow of foreign 
exchange, creating man-made obstacles to horizontal 


flow of foreign exchange. 


. The Existence of Three Foreign Exchange Rates 
Affects Investment Environment 


Currently there are mainly three foreign exchange 
rates: 1) Official exchange rate; 2) market exchange 
rate, referring mainly to exchange rate on the regula- 
tory market which is determined by the supply and 
demand situation of foreign exchange market and the 
goal of government intervention; 3) black market 
exchange rate, referring to non-public transactions 
outside the foreign exchange market. The existence of 
three exchange rates has distorted the price of foreign 

market, adversely affected the optimum 
distribution of foreign exchange resources, influenced 
the environment of foreign investment, aid hindered 
to a certain extent the development of foreign con- 
tacts. 


. Foreign Exchange Shortage Makes Reluctance To Sell 
a Common Phenomenon 


Foreign exchange shortage can be divided into two 
types: actual and psychological. Actual shortage is 
caused by either insufficient supply or excessive 
demand of foreign exchange or a combination of the 
two. In recent years, China’s import and export trade 
has developed rapidly, causing demand for use of 
foreign exchange to skyrocket. Especially since 1991, 
along with the high speed growth of the economy, the 
growth of import has far exceeded the growth of 
export, creating a shortage of supply on the foreign 
exchange market. A direct consequence of the 
shortage is increasingly tightened control of foreign 
exchange and the prevailing mentality of reluctance to 
sell. The appearance of psychological shortage is 
caused by strict foreign exchange control, compli- 
cated screening and approval procedures, and antici- 
pation for the depreciation of renminbi. Since 1992, 
the mentality of reluctance to sell has been very 
common on the foreign exchange market. This has 
caused a very unfavorable effect on the regulatory 
functions of the foreign exchange market. 


Harm Than Good and Is Unfavorable to the Forma- 
tion of Foreign Exchange Market 


Beginning 1979, the traditional unified foreign 
exchange collection and distribution system was 
replaced with the foreign exchange withholding quota 
system. We should say that this special system has 
played a positive role in increasing the efficiency of 
production and management of export enterprises 
and raising the enthusiasm of enterprises. However, 
as the reform and opening up further deepened and 
objective economic conditions changed, some prob- 
lems have been exposed in the foreign exchange 
withholding quota system. Their main expressions are 
as follows: 1) Foreign exchange quota is separated 
from the actual amount of foreign exchange, causing 
over-distribution of foreign exchange resources, 
which tend to result in the phenomenon of “marrying 
one girl to two men.” 2) The existence of both quota 
price and current exchange price has distorted market 
exchange rate. 3) Withholding quota cannot accu- 
rately reflect the actual income and expenditure of 
foreign exchange, causing confusion in management. 
4) Quota withholding is not an international practice. 
Abolishing the quota withholding system and permit- 
ting cash foreign exchange withholding is an inevi- 
table demand for deepening the reform of foreign 
exchange management system. 


. Many Problems Still Exist in the Current Structure 


and Management Method of National Foreign 
Exchange Reserves 


First of all, national foreign exchange reserve that the 
state can actually draw on is fairly limited. Tuais is 
because the state cannot transfer or use for free the 
portion of the balance of foreign exc :ange operational 
funds of the National Bank of China, which consti- 
tutes the difference between the bank's own foreign 
exchange funds and routine foreign exchange lending. 
And, localities and enterprises have the actual right to 
use and control their share of the withholdings from 
national foreign exchange balance. Local and enter- 
prise withholdings account for a fairly large portion of 
national foreign exchange balance. Secondly, the Cen- 
tral Bank of China cannot function effectively to 
manage foreign exchange reserves, adversely affecting 
the enforcement of the monetary policy. Under the 
current foreign exchange settlement system, the Cen- 
tral Bank of China is responsible for supplying ren- 
minbi needed for all foreign exchange settlements. As 
a passive supplier of renminbi, it is difficult for the 
Central Bank to take the initiative in regulating and 
controlling the supply according to different mone- 
tary policies in different periods. More often than not, 
the supply of renminbi by the Central Bank conflicts 
with the bank’s monetary policy, reducing the effect 
of the monetary policy. Third, the readjustment of the 
scale of foreign exchange reserve is inflexible and is 
carried out at a fairly great price. When foreign 
exchange reserve declines and in serious shortage, the 
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state often puts various restrictions on the use of 
foreign exchange. When foreign exchange reserve 
becomes excessive, the state often relaxes control in 
various manners regarding the use of foreign 
exchange and indiscriminately expands the use of 
foreign exchange, eventually resulting in the abrupt 
and excessive reduction of foreign exchange scale. 


Proposals for Reform of Foreign Exchange System in the 
Near Future 


The basic solution for the abovementioned problems in 
the current foreign exchange control system is to deepen 
and speed up the reform of the foreign exchange control 
system. Through the reform, we should establish an 
overall regulation and control mechanism for the Central 
Bank, speed up the formation of a unified national 
foreign exchange market, strengthen the control of for- 
eign exchange reserve by the Central Bank, and gradually 
promote free conversion of renminbi. In the near future, 
we should adopt the following measures: 


1. Strengthen the control of foreign exchange reserve 
and increase the ability of the Central Bank to regu- 
late and control foreign exchange market. The key is 
to establish a foreign exchange reserve control system 
centered around the Central Bank, maintain a 
rational scale of foreign exchange reserve, and change 
the past situation where the foreign exchange funds of 
the bank were not separated from the foreign 
exchange balance of the state and where central 
foreign exchange was confused with foreign exchange 
withholdings. At the same time, we should establish 
the foreign exchange leverage fund for the Central 
Bank to ensure its ability to adjust to market changes. 


As China opens its door wider and wider to the 
outside and as the domestic economy of China 
develops, the overall balance of the national economy 
depends on internal and foreign exchange balance to 
maintain, and doing a good job in coordinating the 
relations between domestic monetary and foreign 
exchange policies is extremely important. Judging 
from the experience of various nations, foreign 
exchange policy is an important component of the 
monetary policy of the Central Bank. When the 
economy of a nation is affected by external factors, 
causing serious fluctuation of foreign exchange 
market, the central bank will openly buy and sell 
foreign exchange on foreign exchange market to sup- 
press exchange prices. This important task cannot be 
accomplished if the central bank does not have 
enough foreign exchange on hand. Because of this, 
China should speed up the reform of foreign exchange 
transfer and deposit system, change the current situ- 
ation of decentralized foreign exchange control, and 
establish as soon as possible a powerful reserve con- 


trol system. 


2. Establish a foreign exchange market of effective oper- 
ation. First, we should create a “market starter” to 
facilitate the circulation of foreign exchange funds 
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time, we should expand the right and ability of all 
financial organizations to manage foreign exchange 
and enable them to actively participate in the market 
and create a market amidst fair competition. Second, 
we should further expand the scale of foreign 
exchange regulation to increase the coverage of 
market. Third, we should accelerate the reform of the 
current foreign exchange withholding system, abolish 
as soon as possible withholding quotas, and smooth 
out foriegn exchang price. Fourth, we should improve 
the administrative divisions of current foreign 
exchange market, establish unified tangible foreign 
exchange markets based in large open cities, and 
gradually transfer to an invisible unified national 
market. Fifth, we should abolish the multi-track for- 
eign exchange rate systems and merge them into one. 
Sixth, we should experiment with free conversion of 
renminbi in nontrade and border-trade areas and 
gradually make it possible to convert renminbi 
without any restrictions. Through the above reforms, 
we should establish an open, unified, and highly 
effective foreign exchange market. 


3. Establish an effective foreign exchange statistics mon- 
itoring system to provide a basis for strengthening the 
overall regulation and control of the Central Bank. 


Judged from the current situation, international pay- 
ments have a growing impact on the credit income 
and expenditure of the state. Inaccurate statistics of 
international payments will affect the accuracy of 
policies. Because of this, we should seize the golden 
Opportunity created by the International Currency 
Foundation helping us strengthen our foreign 
exchange statistics and build a complete foreign 
exchange statistics system to create conditions for 
timely understanding, mastering, and study of foreign 
economic activities and for making correct policy 
decisions. 


INDUSTRY 


Liaoning ‘hHelps Rationalize’ Industry 
OW 1901125994 Beijing XINHUA in English 
1200 GMT 19 Jan 94 


[Text] Shenyang, January 19 (XINHUA)}—The reform 
and opening drive has helped rationalize the industrial 
set-up of northeast China’s Liaoning Province in addi- 
tion to promoting its all-around economic development. 


Liaoning Province is one of the country’s major indus- 
trial bases. Its state-owned large and medium-sized 
enterprises account for almost one tenth of the country’s 
total. 
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As the pillar of its economy, industrial enterprises have SMALL-SCALE ENTERPRISES 

been pushed to the forefront of Liaoning’s reform and 

Opening. Private Businesses Increase in Shanxi, Sichuan 
The Liaoning provincial government has actively Shanxi Private Enterpri 


absorbed foreign investment, introduced advanced tech- 
nology and adopted new operating mechanisms in local 
industry. 

So far, 3.5 billion U.S. dollars in funds have been 
earmarked for technological transformations in indus- 
trial enterprises all over the province. 


Instead of simply buying up advanced technologies from 
foreign enterprises, a number of Liaoning’s major indus- 


As a newly developed economic sector, high-tech indus- 
tries in Liaoning have scored great achievements. 


Nanhu science and technology development zone in the 
provincial capital city of Shenyang, one of the first zones 
of its kind approved by the State Council, has seen the 
establishment of 1,100 high-tech enterprises. 


Technology exports from Liaoning last year topped 100 
million U.S. dollars, as compared to previous years when 
the province was a technology importer only. 
Economic structuring within enterprises has also been 
readjusted to meet the needs of the market. Although 
heavy industry still holds sway in Liaoning, light 
industry has gained substantial growth and some heavy 
industrial enterprises have even begun to produce light 
industrial products as a complement to their traditional 
production lines. 


Export-oriented sections of state-owned large and 
medium-sized enterprises have also burgeoned. 


Technology-intensive and investment-intensive produc- 
tions have flourished while labor-intensive ones have 
shrunk. 


Readjustment of the industrial structure has correspond- 
ingly promoted the rationalization of product mix. The 
output ratio of primary products to finished products 
now stands at six to four, as compared with the original 
eight to two. 


At present, half of Liaoning’s products for export are 
finished products, whereas in the past 85 percent were 
raw materials. 


Reform of labor and personnel systems and the intro- 
duction of shareholding systems have further invigo- 
rated state-owned enterprises. 


The reform and opening drive has laid a solid founda- 
tion for Liaoning’s industrial enterprises to implement a 
modern enterprise system and to better adapt to inter- 
national markets. 


94CE0257N Beijing JINGJI RIBAO in Chinese 
23 Jan 94 p 6 


[Summary] By the end of December, there were 507,000 
individual and private enterprises in Shanxi Province, 
employing | ,033,000 people. The number of individual 
businesses totaled 498,968, employed 882,358 people, 
and had a registered capital of 3.8 billion yuan. The 
number of private enterprises totaled 8,132, employed 
151,367 people, and had a registered capital of 1.622 
billion yuan. 


Sichuan Private Enterprises 
94CE02570 Chengdu SICHUAN JINGJI BAO 
in Chinese 21 Dec 93 p 1 


[Summary] By the end of 1993, there were 1,550,000 
individual businesses in Sichuan Province, employing 
1,840,000 people, and with a registered capital of 3.5 
billion yuan. There were 8,748 private enterprises, 
employing 120,000 people. 


In the past private enterprises mainly engaged in the food 
and entertainment industries, now they engage in educa- 
tion, scientific research, real estate, and aviation. Fifty 
enterprises had assets exceeding | million yuan, and 20 
some enterprises had assets exceeding 10 million yuan. 


POPULATION 


Jilin Regulations on Family Planning 
94CE0208A Changchun JILIN RIBAO in Chinese 
29 Oct 93 p 2 


[Article: “Several Regulations of Jilin Province for the 
Administration and Management of Family Planning”) 


[Text] Article 1. The following tions are formu- 
lated according to the 52nd Provisions of the “Rules and 
Regulations of Jilin Province on Family Planning.” 


Article 2. These regulations apply to all organizations 
and citizens within the border of Jilin Province (includ- 
ing those who are domiciled in but have physically left 
Jilin Province). 


Article 3. Family planning shall be enforced to advocate 
that each couple have only one child. Men and women 
who are legally married cannot voluntarily have children 
unless they obtain a child-bearing license. 


Article 4. Men and women who are at child-bearing age 
and without a child-bearing license must use safe and 
reliable birth control devices. Those who fail to do so to 
comply with the regulations shall be criticized, educated, 
and given a time period to adopt birth control measures. 
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Those who have exceeded the time limit shall be charged 
1 yuan a day for family planning administrative fees 
until they adopt a birth control device. 


Article 5. Those who have unplanned pregnancies which 
have not been terminated on a voluntary basis shall be 
criticized, educated, and given a time period to terminate 
their pregnancies. If they exceed the time limit, they will be 
charged 10 yuan a day for family planning administrative 
fees until they terminate such pregnancies. 


Article 6. Floating population at child-bearing age who 
have not obtained a “marriage and child-bearing license 
for floating population” according to regulations shall be 
criticized, educated, and given a time period to comply 
with the regulations. If they exceed the time limit, they 
will be charged 2 yuan a day for family planning admin- 
istrative fees until they obtain the “marriage and child- 
bearing license for floating population.” 


Article 7. If related departments fail to handle relevant 
procedures for floating population at child-bearing age, 
ens cin axe Ginaslls totaanalii ton cath Steen andl te 
charged 100 to 200 yuan of family planning administrative 
fees for each case and may be given administrative pun- 
ishments depending on the seriousness of the case. 


Article 8. Those who cover up and shield pregnant 
women, resulting in unplanned birth shall be charged 
3,000 to 5,000 yuan of family planning administrative 
fees depending on the seriousness of the case. 


Article 9. Units where employees have unplanned births 
shall be criticized by notices of local people’s govern- 
ment organs at and above the county level. Responsible 
persons in the units shall be investigated for administra- 
tive liability. The units shall be disqualified as con- 
tenders for annual advanced collective and civilized unit 
in addition to being charged 2,000 to 10,000 yuan of 
family planning administrative fees for each occurrence. 


If employees and temporary workers, who are fired for 
unplanned pregnancies, have unplanned births, their 
previous units will be treated according to the preceding 
article. 

Article 10. Those who have unplanned births will be 


charged unplanned birth fees according to the following 
standards: 


1. 1,000 to 5,000 yuan for first unplanned birth. 

2. 5,000 to 30,000 yuan for second unplanned birth. 

3. 10,000 to 60,000 yuan for third and more unplanned 
births. 

Adoption of children in violation of the Adoption Law of 

the People’s Republic of China shall be considered as 

unplanned births and charged for unplanned birth fees 

according to the preceding article. 


Article 11. In addition to the treatments specified in 
Article 10, those who have unplanned birth will receive 
the following treatments from their own units and 
departments concerned: 


JPRS-CAR-94010 
10 February 1994 


1. Employees shall not be paid during maternity leave 
and be held responsible for their own birth expenses. 
Both husband and wife shall be demoted one level on 
the wage scale, disqualified for three years as con- 
tenders for awards or model workers, and not allowed 
to be promoted within five years. Those whose cases 
are serious shall be subject tc administrative sanc- 
tions such as dismissal, suspension, or firing. 

2. Farming couples shall not be considered for employ- 
ment of worker or cadres or allowed to be transferred 
to register as residents of cities or towns. 


Article 12. Charges under 10,000 yuan shall be decided 
by township and town people’s governmeats or by neigh- 
borhood offices. Charges of 10,000 yuan or over shall be 
decided by functional departments of people's govern- 
ments at and above the county level. 

Article 13. Parties who disagree with the decision of 
charges by administrative organs may request reconsid- 
eration or appeal pursuant to the 55th Provision of the 
Rules and Regulations of Jilin Province on Family 


Article 14. Concrete issues in the implementation of 
planning administrative department of Jilin Province. 

Article 15. These regulations shall become effective on | 
October 1993. 


AGRICULTURE 


Anhui Cotton Output, Procurement 


94CE0257Q Hefei ANHUI RIBAO in Chinese 
1S Jan 94 p 2 


aw 5 1993 gross output of cotton in = 
Province reached 5.2 million dan, basically the 

level as the 5.25 milllion dan Op By the 

end of December, Anhui had procured 2.7 5 million dan 

of cotton, fulfilling 61 percent of the task. 


Liaoning Hog Stocks Decline 
94CE0257M Shenyang LIAONING JINGJI BAO 
in Chinese 7 Dec 93 p 3 


[Summary] At present Liaoning Province has 9,250,000 
hogs in stock, a 9.8 percent decline from the same period 


removed from stock, a 10 percent decrease from pe 
same period in 1992. Farmers will consume 500,000, the 
government will procure 200,000, markets will sell 
1,050,000, and other sectors will consume 50,000 hogs. 
The procurement price has increased from 3.4-3.6 yuan 
per kilogram to 3.8-4.4 yuan per kilogram. 
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‘Excessive’ Financial Burden Burdens Peasants 
94CE0248A Beijing ZHONGGUO WUJIA [PRICES IN 
CHINA] in Chinese No 11, Nov 93 pp 30-34 


[Article by Deng Xinsheng (6772 2450 3932) of the Price 
Research Institute in Hainan Province: “Hainan Peas- 
ants Bear Excessive Financial Burden”’} 

[Text] The excessive social burden on peasants has 
always been a popular conversation topic in Hainan 
Province. Governments at all levels have taken this 
matter seriously in recent years and done a good deal of 
work with a considerable measure of success. Neverthe- 
less, peasants in some places continue to be saddled with 
an excessive social burden, which not only constrains 
agricultural output growth, but also constitutes the 
leading social problem in rural areas today. 


Present Situation 
1. The heavy burden of rural education. 


To begin with, rural elementary and secondary 
schools collect too many assorted fees and charges. 
Departments in charge of education at all levels pay 
teachers’ wages only but otherwise give no financial 
aid to schools. To keep operating normally, the 
schools always target students in their fund-raising 
efforts. Every freshman in the junior high section of 
Longjiang Secondary School in Qionghai Shi must 
pay 20 fees and charges each year, which cost him as 
much as 141 yuan in all. Zheyuanbo Elementary 
School at Dalu Zhen in Qionghai Shi issues formal 
receipts for fee collection. According to a survey 
report issued by the agricultural commission of 
Dingan County, students attending township and 
schools must pay for a host of things in addition to 
tuition and textbooks, including maintenance, water 
and electricity, equipment, recreation, instructional 
apparatus, books, private teachers, class society, 
school administration, sanitation, scholarships, 
teaching and research, law and order, personal insur- 
ance, cafeteria, school construction, physical exami- 
semester a senior high student must shell out more 
than 180 yuan; a junior high student, 150 yuan; and 
an elementary school student, 90 yuan. In Wanning 
County, the price bureau authorizes rural elementary 
and secondary schools to collect 13 fees cach semester 
with a combined value of 73 yuan, 59.5 yuan, or 36.2 
yuan, depending on whether the student attends 
senior high, junior high, or elementary school. In 
reality, elementary and secondary school students 
must each dish out over 100 yuan per semester in fees 
and charges. Of the 140 school-age children in Longjie 
district (village) in Longtang Zhen in Dingan County 
in 1992, 50 were forced to quit school because they 


Second, there is a growing trend to raise funds from 
among the rural population to build schools, a trend 


that has really picked up steam in recent years in the 
countryside. Apart from a modicum of funds from the 
State, peasants are left almost entirely on their own to 
come up with the necessary funds. Thus school con- 
struction expenses have become one of the onerous 
burdens on peasants. In Dingan County, the per 
capita school construction burden on peasants is 55 
yuan. In Longjie administrative district (village) in 
Longtang Zhen, 73 yuan were raised on a per capita 
basis to fund school construction. Nanyin Village has 
yet to achieve grain self-sufficiency; 60 percent of the 
peasant households find it necessary to sell off some 
of their grain to eke out a living. To help pay for a 
two-story teaching building for the village elementary 
school, every peasant was required to corne up with 
75 yuan (stones and rocks extra). This and other 
burdens make life a struggle for many peasants. Their 
children are forced to quit school because they don't 
have the money to pay their tuition. 


. Growing sugar cane an unprofitable proposition for 


peasants. 


Sugar cane is a leading cash crop in rural Hainan. 
Since the beginning of last year, however, the demand 
for sugar cane has stagnated and prices have dropped 
to 1,800 yuan per ton. Sugar cane procurement prices 
too have been adjusted downward three times, from 
130 to 100 yuan per ton. Furthermore, peasants were 
issued IOUs as government fell behind in payment for 


ment or planning to switch to other crops. According 
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. Too many fees and charges imposed on the fishery 


industry 


mulitary pension fund; 2) the administrative district 
(village) collects 15 yuan in accumulation fund annu- 
ally, along with another 15 yuan in management fund, 
3) the fishery supervisory board collects 10.8 yuan for 
every unit of horsepower. With one worker being 
equivalent to seven units of horsepower, that amounts 
to a levy of 75.6 yuan; 4) the environmental protec- 
tion agency collects an environmental resource pro- 
tection fee each year on the basis of 5 yuan per unit of 
horsepower, which translates into an average of 35 
yuan, 5) the police sub-station collects a law and order 
fee at the rate of 3 yuan per person per year, 6) the 
provincial shipping inspection department collects an 
annual inspection fee which ranges from 220 yuan to 
250 yuan per vessel, or 22 to 25 yuan per person on 
the average; 7) a new vessel registration and certifica- 
tion fee is also levied, which could be anywhere from 
300 to 400 yuan. The burden on fishermen averages 
708 yuan per person per year, about 8.5 percent of the 


of Lingshui County, he who owns a pedicab must pay 


. The high costs of health care in the countryside. 
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8. The proliferation of fees, charges, fund-raising a result, fees and charges overiap one another, 


‘ i hving standards 
yuan, fetus protection fee, 20 yuan: and frequency have indeed msen markedly. On the whole, however, 
modulation trumpet fee, 58 yuan The combined most peasants have just enough io cat and wear. the 
price tag is 132.5 yuan. Studies show that some truly affluent peasants are few and far between. In 
counties have written regulations requiring every some localines, the officsals overestimate the extent 
peasant household to pay a |-yuan law and order fee, of wealth among the peasants and consequently mis 

i dis- take unmpe conditions to be just opposite 


ancestral halls. after “upgrading. all mm the name of reaching some 
' : standards im everything they do, whether it be 

9. Hidden burden getting heavier. building an elementary school» nursng home. ora 
Following steep increases in the prices of agncultural nursery school Even a project meets the stan- 
capital goods since the beginning of the year, agricul- ek See ne Sees US ee Ove 
tural costs have gone up significantly. school was according | So om 


C The emphasrs in instrtubonal organization on having 
an identical lineup of agencies or departments at 
1. Misconceptions spreading unchecked. every level rs am umportaat reason why fee-cofiection. 


outdo one another. Whatever one jurisdiction levies, complann when rural schools im poverty-stricken areas 
others want to do likewise. The idea is to collect the try to stay afloat, mmprove the conditions m which 
most fees and charges and offer the most benefits. As they operate, and close the gap im them budgets by 
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imposing a number of charges as appropriate. How- 
ever, some rural schools have overstepped the bounds 
of reasonableness by collecting too many charges, thus 
making the burden on peasants even more onerous. 


. Poor quality of cadres 


Most complaints in the countryside these days have to 
do with three trends. One is wining and dining, with 
rural grassroots cadres being the worst offenders. By 
spending lavishly on food and drinks, they have 
created a leading public evil. Second, everybody is 
going in for ostentation and extravagance and trying 
to outdo one another on that score. The standards are 
getting more and more stringent. Third, a covert form 
of greed is spreading. The cadres in some villages 
(administrative districts) line their personal pockets 
with public funds. Using all kinds of pretexts and in 
every way possible, they infringe upon public proper- 
ties and the peasants’ interests. Some of the off- 
budget personnel are of an exceptionally poor quality. 
They have little awareness of the concept of the law 
and some have been assigned to their jobs without any 
training. The result is that they break the law fre- 
quently. In recent years, municipalities, counties, 
townships, and villages (administrative districts) have 
all been making their own home-grown policies. 
Although both the State Council and provincial gov- 
ernment have issued repeated orders demanding that 
the burden on peasants be lessened, a number of 
grassroots cadres have chosen to ignore such orders 
and, driven by private interests, continue to try to 
balance their budgets on the peasants’ backs by 
levying charges on them and apportioning expenses 
and raising funds among them in an arbitrary 
manner. 


. There is no adequate effective supervision and 
inspection. 


It is the responsibility of the price, finance, and 
auditing departments to investigate the ‘three indis- 
criminates,” that is, the indiscriminate levying of 
charges, indiscriminate apportionment of expenses, 
and indiscriminate fund-raising. In reality nobody 
wants to get involved because of the resistance and 
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many difficulties encountered. Moreover, coopera- 
tion is lacking among the agencies. There are cases in 
which fees are collected, expenses apportioned, and 
funds raised in blatant violation of the national 
policy, yet such acts are authorized by or have the 
blessing of leading organs at the same level of govern- 
ment. The prices, finance, and auditing agencies have 
neither the power to investigate nor the courage to 
report to the authorities above. So the trends are 
allowed to go unchecked and the “three indiscrimi- 
nates” get worse and worse. Meanwhile, the burden 
on peasants becomes heavier and heavier. 


National Tobacco Area, Output 


94CE0257P Chongqing XINAN JINGJI RIBAO 
in Chinese 13 Dec 93 p 2 


[Summary] In 1993 the actual tobacco area was 
22,400,000 mu, and output will reach 2,850,000 tons. 
Including the 2,250,000 tons of tobacco in storage at the 
end of June, gross output will exceed 5 million tons. The 
domestic cigarette industry consumes over 1.8 million 
tons annually, and annual tobacco exports are about 
150,000 tons. At present there is enough tobacco to meet 
the needs of the cigarette industry and exports for the 
next two and a half years. 


3d Quarter Sichuan Pork Output 


94CE0257G Chengdu SICHUAN JINGJI BAO 
in Chinese 30 Dec 93 p 1 


[Summary] By the end of the third quarter, Sichuan 
Province had removed 40,920,000 hogs from stock, and 
pork output was 2,660,000 tons, increases of 3.29 per- 
cent and 2.74 percent respectively over the same period 
in 1992. 


Jiangsu 1993 Grain Output, Farmer Income 


94CE0257R Nanjing XINHUA RIBAO 
in Chinese 1 Jan 94 p 1 


[Summary] In 1993 the gross output of grain in Jiangsu 
Province was 32.32 billion kilograms, exceeding the 
guidance plan by 4.3 percent. The cash crop area 
exceeded 2 million hectares, and accounted for one- 
fourth of the crop area. Estimated per capita farmer net 
income is 1,200 yuan. 





JPRS-CAR-94-010 
10 February 1994 


La Rongjing’s Address to 5th Anhui CPC 
Committee 


94CM0121A Hefei ANHUI RIBAO in Chinese 
22 Dec 93 pp 1,3 


[Article by Lu Rongjing (4151 2837 2529): “Speech to 
the Tenth (Enlarged) Plenary Session of the Fifth Pro- 
vincial CPC Committee (Excerpts) 13 December 1993" 


[Text] The main topics of this meeting are further study 
of the implementation of the spirit of the 3d Plenary 
Session of the 14th Party Congress, relaying and putting 
into effect the spirit of the National Economic Work 
Conference convened by the State Council, summarizing 
the work of 1993, focusing on the building of a socialist 
market economy system, studying and making plans for 
Anhui Province’s further intensification of reform, opti- 
mizing the structure, increasing returns, and continuing 
to maintain sustained, rapid, and healthy development 
of the economy. Below, I will discuss several views on 
these topics based on the spirit of the provincial CPC 
committee’s study. 


I. Dialectically Analyzing the Situation, Using Summari- 
zation of Experiences as Basis for Further Strengthening 
of Confidence About Acceleration of Development 


Guided by Comrade Deng Xiaoping’s theory about 
building a distinctively Chinese brand of socialism and 
the spirit of the Fourteenth CPC Committee, during 
1993 the people of the entire province emancipated 
thinking, rallied spirits, and seized opportunities. Enthu- 
siasm for accelerating development runs very high, and 
reform and opening to the outside world, and modern- 
ization have entered a new stage. Throughout the prov- 
ince, the political situation is stable, society is moving 
ahead, and the economy is running well. In reviewing the 
year’s work, the following matters are of rather profound 
significance: 


First is taking a firm grip on the crucial matter of 
emancipating thinking to change ways of thinking, pro- 
moting a transformation of ideas, and spurring work 
overall. The 8th Plenary Session of the Sth Provincial 
CPC Committee convened in 1992 highlighted the 
emancipation of thinking to change ways of thinking. It 
linked ideological realities with work realities, suggested 
the need to intensify study to comprehend Comrade 
Deng Xiaoping’s important remarks and the spirit of the 
14th Party Congress, maintained the unity of the eman- 
cipation of thinking and the seeking of truth from facts, 
changed attitudes about resignation to poverty, insula- 
tion and conservatism, and traditional planned economy 
concepts as well as isolated and lopsided ways of 
thinking. It increased awareness of the need to forge 
ahead, awareness of the need to innovate, market 
economy awareness, and dialectical awareness of being 
responsible for the overall situation. The entire province, 
from top to bottom, conscientiously implemented the 
spirit of this conference. Their understanding of the 
theory of building a distinctively Chinese brand of 
socialism and the basic line of the party deepened; their 
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awareness of the need for wholehearted attention to the 
economy increased; their horizons broadened and they 
tried more methods. After the Central Committee pre- 
pared a policy for intensifying and improving macroeco- 
nomic regulation and control, all levels and all govern- 
ment departments proceeded from realities to gain a 
profound understanding of the importance of and neces- 
sity for Central Committee policies. They fully realized 
that correct macroeconomic regulation and control is 
indispensable to the acceleration of development and for 
positive solution to existing problems. At the same time, 
they clearly understood and acted on the favorable 
opportunities that the Central Committee’s policies pro- 
vide an agricultural and resources-rich province such as 
ours. They diligently studied how to develop in a situa- 
tion of intensified and improved macroeconomic regu- 
lation and control, both overcoming the abuses of the 
“large common pot” of the traditional planned economy 
system in which everyone benefitted no matter their 
contribution. They also guarded against the problems 
stemming from decentralization in a market economy, 
thereby enabling the economy of the whole province to 
maintain a both rapid and good development 
momentum. 


Second is resolutely putting into effect the idea that 


“development is the only assurance, making every effort to 
seize opportunities to accelerate development.” 


Working from a foundation of further emancipation of 
thinking, the 9th Plenary Session of the 5th Provincial 
CPC Committee convened in April. It stressed the need 
to cherish and seize the favorable opportunity provided 
by Comrade Xiaoping’s important remarks and the 
spirit of the 14th Party Congress to further clarify battle 
objectives in an effort to open up new economic growth 
points and to move Anhui’s economy a new step upward. 
Bearing in mind the goal of rural villages attaining a 
comfortable well-off standard of living, the session con- 
ducted a lengthy discussion to clarify specific criteria for 
a comfortable well-off standard of living at all levels. 
Consequently, a comfortable well-off standard of living 
became even more a real activity of rural cadres and 
masses. A number of economic growth points having 
rather strong vitality are in process of taking shape 
rapidly. A number of infrastructure projects in the 
communications and transportation fields, as well as 
energy, and raw and processed materials projects have 
been completed and have gone into production one after 
another. The province’s overall economic strength has 
increased markedly. One might say that 1993 has been 
the year of most rapid growth and best development 
since the advent of reform and opening up to the outside 
world. 


Third is maintenance of the intensification of reform as a 
means of solving contradictions and probleins in moving 
ahead to win positive results. In the cities, the emphasis is 
on the key task of transforming the operating mecha- 
nisms of state-owned enterprises, continuation of the 
implementation of the “Regulations,” diligent transfor- 
mation of government functions, more rapid straight- 
ening out of equity relationships, and boldly running 
pilot projects on various forms of operation including 
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state ownership with civilian operation, public owner- 
ship with private operation, leasing, mergers and annex- 
ations, and bankruptcies from which fairly good results 
have been obtained. In particular, fairly rapid progress 
has been made in promoting the joint-stock system. 
Rural villages have seen the widespread application of 
the township and town enterprise joint-stock coopera- 
tion system. Pilot projects for reform of the land and 
household registration control system have been actively 
run to encourage and support the shift inio non- 
agricultural industries of surplus rural manpowe-. Major 
efforts have been put into the fostering of rural markets 
to improve rural socialized services. These measures 
have played a positive role in promoting restructuring of 
the rural economy, in increasing peasant income, and in 
improving the basic position of agriculture. At the same 
time, definite advances have also been made in associ- 
ated reforms of the commodity circulation system, 
social security, housing, and medical care to lay the 
groundwork for solving deep-seated incongruities in 
economic life. 


Fourth is unflagging attention throughout to the building 
of the party and the building of spiritual civilization, 
greater efforts beginning to be made in both regards. 


In organizing party building and the building of spiritual 
civilization, personnel turnover tasks were completed 
smoothly at all levels. A large number of young cadres in 
the prime of their life, who are politically steadfast, and 
who have done yeoman service are moving up to new 
leadership positions to infuse new vitality into leader- 
ship teams. They will help the revamping of grassroots 
level organizations and the training of grassroots cadres, 
and they will improve the fighting capabilities of grass- 
roots level organizations. 


In the building of ideological work style, the study of 
Comrade Deng Xiaoping’s theory on the building of a 
distinctively Chinese brand of socialism has been dili- 
gently organized, and further concrete measures have 
been proposed for improving the ideological work style 
of leadership teams. Ideas have been formulated to 
improve party style and to build clean government, and 
solid work has been done in carrying out a battle against 
corruption. Since the second meeting of the Central 
Disciplinary Committee, in particular, acting in accor- 
dance with Central Committee demands and realities in 
our own province, emphasis has been placed on four 
tasks, namely on county-level and above leadership 
cadre honesty and self-discipline, the investigation and 
punishment of large and important cases, the eradication 
of the several unhealthy tendencies that the masses most 
dislike, and eliminating the diversion of public funds 
and the use of public funds to send sons, daughters, and 
close friends to college. Preliminary results have been 
achieved in these regards. Thanks to these efforts, the 
ideological style and the work style of leadership cadres 
has been changed anew. In the building of spiritual 
civilization, ideological indoctrination about reform and 
opening up to the outside world has been intensified, 
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efforts made to focus everyone’s attention on acceler- 
ating development, the entire province, from top to 
bottom further forming a powerful cooperative force for 
wholehearted development of the economy. To stir to 
the full the enthusiasm of all quarters, all levels have 
made a great effort to protect the rights and interests of 
the masses, and to safeguard political tranquility and 
social stability. They have particularly concentrated 
their energies on effective measures for solving some 
glaring problems about which the reaction of the public 
has been intense, such as excessive peasant burdens, 
delays in payment of teachers wages, and poor social 
order in some places. 


At the same time, we must clearly realize that many 
difficulties and problems continue in our work at the 
present time. We must give them a lot of attention and 
take positive actions to solve them. In particular, we 
must solve them conscientiously through the intensifica- 
tion of reform. 


II. Use of Reform as the Main Theme in Accelerating the 
Building of the Basic Framework for a Socialist Market 
Economy System To Move the Province’s Overall 


Strength a Step Upward 


Seizing opportunities, accelerating development, and 
concentrating energies on improving the building of the 
economy is our steadfast policy. Today, Anhui is at a 
crucial period in accelerating development. With hard 
work, it will succeed; if we are lax, it will fail. We must 
clench our teeth, press on without letup, and seize 
opportunities to move ahead. So long as quality is good, 
markets exist, and a return can be made, we should work 
at full tilt, doing all possible to seize the initiative. Of 
course, our advocacy of faster development most cer- 
tainly does not mean “arbitrary uniformity.” The differ- 
ences in economic development between one region and 
another have been shaped by history, and the conditions 
for development are not entirely the same. Places having 
the conditions for rapid development must accelerai 
development. Where conditions do not exist for the time 
being, we must not insist on competing, muich less resort 
to deception about development. However, a maximum 
effort must be made to create the conditions for gradual 
acceleration of development. There positively must be 
no blaming of objective conditions to cover up work 
shortcomings and failure to try. At the same time, we 
must realize that acceleration of development requires 
new approaches, genuinely shifting to a new course in 
which restructuring and improving returns are the 
centerpieces. 


The coming year is a year of all-out promotion of 
reforms. Numerous reform measures of great intensity 
will be inaugurated. These reforms will mean a readjust- 
ment of interests in many quarters. Complex situations 
and problems will be faced. Doing effective work in 
every regard will not only have a bearing on the smooth 
promotion of each reform, but on the stability of the 
entire society as well. CPC committees and governments 








JPRS-CAR-94-010 
10 February 1994 


at all levels must diligently study the Central Commit- 
tees various reform policies, thoroughly grasp their 
spirit, keep abreast of favorable conditions in an overall 
way, make full preparations, and do a solid job of 
carrying them out in an active and well-founded way. In 
addition, we must create conditions actively through our 
own efforts and effective work, work hard in the pattern 
of new interest relations that reform has brought, seek 
out greater development opportunities, and accelerate 
our advance. 


The overall guiding thought and requirements for work 
in the coming year are: Taking Comrade Deng Xiaop- 
ing’s theory for the building of a distinctively Chinese 
brand of socialism as a guide, diligent implementation of 
the spirit of the 14th Party Congress and of the 3d 
Plenary Session of the 14th Central Committee; adher- 
ence to work in several directions at the same time, 
further emancipation of thinking, seizing opportunities, 
accelerating the pace of reforms in building a socialist 
market economy system, widening opening up to the 
outside world, maintaining a good momentum of rapid 
economic development even while ensuring that quality 
is higher than in 1993 and that returns will be better in 
1994, promoting advance of overall provincial strength 
to a new stage, and raising work in every field to a new 
level. 


1. Focus on the Building of a Modern Enterprise System, 
Accelerate the Straightening Out of Equity Relationships, 
and Concentrate Efforts on Invigorating State-Owned 
Enterprises. Acceleration of the straightening out of 
enterprise equity relationships, exploration of diversi- 
fied ways of operating assets, and genuinely enlivening 
enterprises to enable steady increase in the value of 
assets, simultaneously doing more to build a corps of 
entrepreneurs, and nurturing and creating a large 
number of entrepreneurs that fit in with the modern 
enterprise sysiem are the keys to current intensification 
of state-owned enterprise reform and the building of a 
modern enterprise system. The building of a modern 
enterprise system must proceed from realities. It must be 
tailored to different kinds of enterprises and operating 
conditions, different ways and means adopted. For large 
and medium state-owned enterprises, the main task is a 
transformation from the former “plant system”’ to a 
“corporation system.” This is the main direction and 
task in enterprise reform. In addition to transforming 
enterprises of a monopoly character in accordance with 
the individual proprietorship system, competitive enter- 
prises must be transformed according to the regular 
corporation system. Every effort must be made to trans- 
form most state-owned enterprises among basic indus- 
tries, raw and processed materials industries, processing 
industries, and tertiary industries into limited liability 
corporations in which many shareholders hold shares. 
When conditions are ripe, they may also be transformed 
into joint-stock limited corporations. Demarcation lines 
between industries and systems must be demolished, 
equity relationships being used as the hub for organizing 
diverse forms of corporation system enterprise blocs as 
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economic development inherently requires. Small state- 
owned enterprises must be boldly decontrolied. Some 
may institute contract operation and lease operation; 
others may be reorganized as stock-share cooperation 
operations, or they may be sold to collectives or individ- 
uals. Especially hard-hit enterprises that have serious 
losses and whose assets are insufficient to defray liabili- 
ties must be actively annexed or merged, auctioned off, 
or allowed to go bankrupt. For the past several years, 
many places in the province have been running pilot 
projects in these regards from which heartening results 
have been obtained. Incomplete statistics show that 
more than one-third of the nearly 300 money-losing 
enterprises in the province that have been annexed or 
merged have begun to turn their losses into profits. Every 
jurisdiction must diligently summarize and learn lessons 
from these experiences, and apply them to their own 
situations. They must further explore effective ways to 
straighten out equity relationships. No matter the form 
or method, so long as it meets the “three facilitates” 
standards, it may be courageously adopted and actively 
practiced. At the county level in particular, where most 
enterprises are medium or small, there must be greater 
deregulation in an effort to make major advances. Basic 
work must be done to straighten out enterprise equity 
relationships. A priority task is reappraising the stocks 
and assets of enterprises, defining equity rights, clari- 
fying credits and liabilities, appraising assets, and veri- 
fying the amount of assets held by enterprise juridical 
entities. Simultaneous with accelerated straightening out 
of equity relationships and the promotion of diverse 
forms of operating assets must be diligent attention to 
the implementation of “Regulations on Changing the 
Operating Mechanisms of Industrial Enterprises Under 
Ownership of the Whole People,” and “State-Owned 
Assets Supervision and Control Regulations.” This has 
as its purpose the improvement of enterprise adminis- 
tration and management, guiding enterprises to condi- 
tion their internal operating system, accelerating enter- 
prises’ technological transformation, and raising overall 
enterprise caliber. 


Establishment and perfection of a modern enterprise 
system is not only a fundamental transformation of the 
microeconomic economic base, but also has a bearing on 
complete and profound changes in the macroeconomic 
system and the political system. It requires comprehen- 
sive associated reform of the economic control system, 
the market system, the legal system, and the social 
security system. We must make people think more about 
the needs of the overall situation, correctly handle read- 
justment of equity relationships, and ensure implemen- 
tation of all reform measures. In 1994, reform of Anhui 
Province’s government organs will also get underway. 
Plans call for completion of reforms over a 12-year 
period. Prior to the formal inauguration of the imple- 
mentation plans, all levels should pay close attention to 
necessary preparations, taking real strides in further 
transformation of government functions. They must 
continue to use all means to place personnel in other jobs 
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or assign them elsewhere to create the conditions neces- 
sary for smooth implementation of organization reform. 
After plans are formally inaugurated, all jurisdictions 
must carefully organize for active and soundly based 
action. Social security system reform is lagging at the 
present time. It has become a prominent factor limiting 
progress in enterprise reform. We must act within the 
spirit of the “Decisions,” gradually setting up a prov- 
ince-wide centralized social security management orga- 
nization, starting with the cities, to hasten formation of 
a social security system that covers all staff members and 
workers, that provides basic protection, and that aug- 
ments insurance. This will provide support for enterprise 
reform and the free movement of manpower. 


2. Focus on Attainment of the Goal of a Comfortable 
Well-Off Standard of Living, Accelerating Restructuring 
of the Rural Economy, and Concentrating on Increasing 
Peasant Income. Development of China’s rural economy 
today has begun to enter a new stage in which restruc- 
turing and improved returns are the main features. The 
overall approach in the province’s rural work during 
1994 is to pursue the goal of a comfortable well-off 
standard of living while stabilizing the party's basic rural 
policies, adhering to a market orientation, deepening 
rural economic system reform, hastening the develop- 
ment of market agriculture, establishing a scientific and 
effective macroeconomic regulation and control system, 
lightening the peasants’ burdens, genuinely protecting 
the peasants’ interests, and vigorously supporting the 
development of agriculture. It is especially necessary to 
take a systems engineering point of view, paying close 
attention to accelerating structural readjustments, has- 
tening the development of township and town enter- 
prises, speeding up the development of ‘‘one premium 
and two highs” agriculture [i.e., premium products, high 
yields, and high returns], and quickening the shift of 
rural manpower into non-agricultural jobs. We must 
increase peasant per capita income and improve the 
labor productivity rate and the land output rate as 
important criteria for judging the effectiveness of rural 
economic work. We must move the province’s rural 
economy toward the market, spur specialization in agri- 
cultural production, and hasten progress townships and 
villages development of market towns for further eman- 
cipation and development of rural productivity. More 
than 80 percent of the province’s population lives in 
rural villages. Rapid economic growth depends on 
opening up rural markets, but rural markets can be 
opened up only if peasant income increases. Therefore, 
everything from top to bottom requires increasing 
peasant income to create more favorable conditions, 
steadily increasing and applying investment in agricul- 
ture, increasing building of agricultural infrastructure, 
and ensuring that agricultural production and peasant 
income increase fairly rapidly at the same time. 


The initiation and promotion of a market economy 
provides new opportunities for rural development. It 
particularly provides a good opportunity for our large 
agricultural province to move toward the market. We 
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must seize this opportunity, take the market as our 
orientation, actively readjust the structure, and devote 
major efforts to improving overall returns from agricul- 
ture. We must select in a planned way places where 
conditions are good and potential is high for the 
founding of a number of demonstration zones and 
demonstration tracts that are characterized by high 
yield, premium returns, and high returns agriculture. We 
must invest science and technology, money, and mate- 
rials in them for the thorough development of varieties 
and quality. Practice in many places shows that estab- 
lishment of analogous turnkey processing enterprises to 
give impetus to steady readjustment of the agricultural 
structure and to promote steady rise in peasant income is 
an effective way to develop the rural economy. Every 
jurisdiction must actively develop dominant industries 
and hot-selling products having a local flavor as markets 
require and resources permit, using processing industries 
and business concerns as a turnkey, using the turnkeys to 
spur the development of bases, and using bases in 
conjunction with peasant households for the formation 
of specialized wholesale markets. This can bring about 
the integration of trade, industry, and agriculture, and 
the serialization of production, supply, and marketing. It 
can link together the small-scale production of myriad 
households with large markets in China and abroad to 
promote a pattern of regionalization, a specialization of 
production, an integration of operations, and a social- 
ization of services to hasten progress in the moderniza- 
tion of agriculture. 


Township and town enterprises are important mainstays 
for hastening the development of Anhui Province’s 
economy. They offer tremendous potential and hope for 
rural villages realization of the goal of a comfortably 
well-off standard of living. Although township and town 
enterprises in the province have developed fairly rapidly 
during the past two years, development has been very 
spotty. To a very large extent, development has been 
pulled by the rise of “blank spots.” We have no reason at 
all to be complacent. Instead, we must clearly realize the 
shortcomings that exist, and unflaggingly concentrate 
and reconcentrate our attention on this problem. While 
emphasizing the market and returns, we must accelerate 
whatever can be accelerated, and turn our hands to 
whatever has to be done, doing all possible to maintain 
the fine momentum of rapid development of recent 
years. We must make sure that the development of 
township and town enterprises proceeds in tandem with 
the development of agriculture. We must actively start 
up newly emerging industries as well, fully use and make 
the most of our advantages in agricultural resources, 
vigorously develop agricultural and sideline products 
processing industries, and increase the farm products 
commercialization rate and added value rate, thereby 
gradually shaping a new rural industrial pattern based on 
developmental agriculture in which township and town 
enterprises play a leading role. The province must pro- 
vide guidance tailored to individual circumstances. 
Places in which development is relatively slow should 
continue to work toward a rapid take-off. They should 
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particularly make the elimination of “blank villages” a 
main task to be completed within a certain period. Places 
already having a foundation and requisite conditions 
should concentrate on improving quality, raising levels, 
and expanding scale. They should concentrate on read- 
justing the structure and improving returns. They should 
concentrate on developing away from extensive develop- 
ment toward intensive development. In paying attention 
to the study of both foreign and domestic markets, they 
should concentrate on changing from looking outward 
rather than looking inward. One point that must be 
noted, in particular, is that with changes in the operating 
mechanisms of state-owned enterprises, the existing flex- 
ible mechanisms in township and town enterprises no 
longer hold the upper hand. Everyone will start from a 
single line, in addition to which township and town 
enterprises will generally not have as good technology, 
human talent, and equipment as state-owned enter- 
prises. Future development will face greater difficulties. 
Therefore, township and town enterprises should have a 
greater sense of crisis and a feeling of pressure. They will 
have to be constantly creative in their equity system and 
operating methods, guard against and overcome degen- 
eration of their operating mechanisms, intensify internal 
control, vigorously promote technological transforma- 
tion and technical progress, seek to increase economic 
returns, and increase their market competitiveness. They 
must move ahead further with the stock-share coopera- 
tive system. They must use a clarification of equity 
relationships as a foundation for stimulating the flow 
and organization of the elements of production across 
community lines to form a more rational enterprise 
pattern. They must improve planning, bring about a 
greater concentration of township and town enterprises, 
make full use of and transform existing small cities and 
towns, and build new small cities and towns. This is a 
successful road that is in keeping with circumstances in 
the province. We must steadily summarize experiences 
and accelerate the pace of development. 


The ability of large numbers of rural surplus manpower 
to transfer elsewhere without a hitch is a strategic task 
that affects attainment of the goal of a comparatively 
well-off standard of living in rural villages. Every juris- 
diction must conscientiously study this matter. They 
must take effective actions, and provide positive guid- 
ance to spur the rational and orderly shift of manpower. 
They must strive to widen channels for such shifts, 
vigorously develop developmental agriculture and town- 
ship and town enterprises, energetically develop rural 
tertiary industries, organize and guide the outward 
movement of labor in a planned way, and encourage and 
support peasants in entering cities and towns to work 
and do business. The separation of city and countryside 
must be eliminated, and the household registration, 
labor employment and land control systems reformed to 
provide support and services for the shift of rural 
manpower. 


Rural work consists of a multitude of things. Concentra- 
tion on agriculture, improvement of agriculture, and 
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protection of agriculture mean placing the work 
emphasis on “villages.” Villages are the most basic units 
and the most lively cells. They are connected upward to 
everything, and they are a convergence point downward 
for myriad households. They shoulder the task of 
directly organizing the broad masses of people in attain- 
ment of a comfortable well-off standard of living. Only 
when close attention is paid to village level organization 
can the party’s various rural programs and policies truly 
move into villages and households where they are put 
into practice and have an effect. Party organizations at 
all levels, particularly county and city CPC committees, 
must always make acceleration of village-level economic 
development and better building of village organization 
a major focus of rural work. They must continue to 
expend much energy, restructuring, and improve grass- 
roots level organization, educate and train the broad 
masses of grassroots cadres, and conscientiously build 
party branches into the nucleus of village organization so 
that they become leaders in directing the peasant’s 
arduous innovation and becoming wealthy together. 
Work is agricultural and in rural villages is facing 
numerous new contradictions and new problems today. 
Every jurisdiction must do more investigation and study 
to solve them in a timely and well-founded way. Atten- 
tion must be paid to the livelihood of the rural masses, 
particular attention given to solving difficulties in 
mountain regions and impoverished areas to help the 
people there get out of poverty and become wealthy 
more rapidly. 


3. Focusing on Optimizing Resource Allocations, Has- 
tening Development of Production Elements Markets, 
and Concentrating on Making Fullest Use of the Role of 
the Market Mechanism. The basic role in market alloca- 
tion of resources must be premised on market prices. 
Today, prices of most commodities have been decon- 
trolled. The focus of continued intensification of reform 
is on further acceleration of the building of specialized 
markets and wholesale markets throughout the province. 
While relying on the local fostering of a number of 
regional commodity markets, the two-track pricing of 
means of production has been abolished to bring into 
being more production elements markets, and accelerate 
progress in markets setting prices of the elements of 
production. Given conditions in the province, during 
1994, marked breakthroughs should be made in the 
building of manpower and human talent markets, sci- 
ence and technology and information markets, financial 
markets, real estate markets, enterprise equity exchange 
markets, and rural land use rights exchange markets. 
Close attention must be paid to the development of 
various kind of market middleman organizations, full 
use made of their service, contacting, notarial, and 
supervisory roles to promote the healthy development of 
market building. 


Market competition is merciless, and a bipoiarization of 
enterprises is also unavoidable. It is too much to expect 
that each and every one of the numerous state-owned 
enterprises will be a winner and make a profit year after 











30 MILITARY, PUBLIC SECURITY 


year. Survival of the fittest must be genuinely applied to 
enterprises, the fittest run well so that they develop more 
rapidly, and the least fit eliminated to stimulate a new 
organization of the elements of production. All jurisdic- 
tions must orient toward the market, principal support 
going to the industries and products that reflect the level 
of local economic development and that express the 
distinctiveness of local economic development. Policies, 
investment, and resources should favor them, and they 
should be given priority for development to improve 
their competitiveness in domestic and international 
markets, to widen avenues for their development, and to 
obtain more marked economic returns, thereby stimu- 
lating other industries and enterprises. Attention must 
be given to market returns from name brand products, 
development of the province’s existing name-brand 
products accelerated, and new name-brand and pre- 
mium products produced steadily. In addition, other 
enterprises should be encouraged to forge links with 
enterprises manufacturing name-brand products, and to 
register name-brand products, to try to widen market 
share, and to seize the high ground in markets. At the 
same time, continued efforts should be made to foster 
economic growth points, and an all-out effort made to 
develop diverse forms of ownership to increase the 
percentage of the non state-owned economy. In some 
special areas where the level of productivity is fairly low, 
in particular, it is even more necessary to boldly eman- 
cipate thinking, free ourselves from restraints, and accel- 
erate development of the individual and privately owned 
economy, and the three kinds of partially or wholly 
foreign-owned enterprises to enable them to work with 
and augment state-owned and collectively-owned enter- 
prises for mutual advance and common development. 


4. Focus on the Formation of a Pattern of Opening in All 
Directions To Accelerate the Pace of Opening to the 
Outside World, Concentrating on Increasing the External 
Orientation of the Economy. In a market economy, 
enterprises are both main market entities and main 
entities for opening up to the outside world. Large and 
medium enterprises that enjoy a relative economic, 
technical, and human talent advantage should be 
selected to lead the push into international markets, full 
use made of their energizing and model roles. However, 
the number of enterprises that have the strength to enter 
international markets directly are few and far between. 
Most large and medium enterprises will have to enter 
international markets indirectly through the importation 
of foreign capital, the digestion and assimilation of 
advanced technical equipment, and through grafting and 
cooperation. Close attention must be given to study and 
solution of some problems existing in three kinds of 
partially or wholly foreign-owned enterprises to help 
them improve their operations, to increase returns, to 
improve their administration according to law, and to 
protect their legal rights and interests. In addition, the 
degree of openness must be steadily increased, areas 
opened to the outside world widened, efforts made to 
attract foreign capital at a higher level and over a wider 
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range, three new kinds of partially or wholly foreign- 
owned enterprises developed energetically, and old 
enterprises grafted and transformed on a large scale. 


Reform of the external economic system must be inten- 
sified, foreign trade expanding and permeating every 
trade and industry for rapid formation of a large eco- 
nomic relations and trade system that combines trade, 
industry, and agriculture; foreign and domestic trade; 
trade inside and outside the province, and the domestic 
and the foreign. In addition, corresponding banking and 
finance, information, scientific and technical human 
taleni, insurance, and securities systems must be devel- 
oped and put on a sound footing to serve the develop- 
ment of foreign economic relations and foreign trade. An 
all-out effort must be made to open up international 
markets, to expand foreign trade bases, to build strong 
product sales agencies, and production and processing, 
storage, transportation, and service networks. This will 
advance the multi-level, multi-component, multi- 
function, internationally oriented development of for- 
eign economic relations and trade. Enterprises that pro- 
duce for foreign trade, and foreign economic relations 
and foreign trade government units must use to the full 
and use flexibly applicable state policies, make their own 

operating decisions, accept responsibility for their own 
profits and losses, improve management, lower exchange 
conversion costs, and increase economic returns. They 
must further improve the investment climate to improve 
service quality and operating efficiency, and increase 
external publicity to increase Anhui’s name interna- 
tional recognition. 


5. Focus on the Extension Into the Economy of 
Science and Technology To Speed Up Development and 
Use of Science and Technology, Concentrating on 
Improving the Science and Technology Content of Prod- 
ucts. A policy of “stabilizing one end while opening up 
an expanse,” must be implemented to shape systems for 
the development of science and technology, for research 
and development, and promotion. Scientific research 
organs must orient toward the marketplace and institute 
businesslike management to enliven their mechanisms. 
Developmental and applied scientific research organs 
must actively build scientific and technical enterprises 
devoted primarily to high and new technology products. 
Except for a small number of permanent scientific 
researchers receiving support from the state, most per- 
sonnel in public welfare scientific research organs must 
work on matters related to economic and social devel- 
opment. They must shift over to scientific and technical 
development and improve their self-development capa- 
bilities. The orientation of science and technology 
toward the marketplace must be accelerated to spur the 
commercialization of the fruits of scientific and tech- 
nical research. Enterprises must be willing to put up large 
amounts of money to buy the fruits of scientific and 
technical research to hasten the technological transfor- 
mation and the technical progress of enterprises. Scien- 
tific research units must use channels of all kinds to 
introduce and sell the products of their own scientific 
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and technical research. They should look for develop- 
mental projects by making technology transfers for 
money, by calling for bids, and through auctioning to 
accelerate their conversion into real productivity. Use of 
the current favorable opportunity for transforming the 
joint-stock system, using science and technology to 
acquire shares is a fine way to advance the integration of 
science and technology with the economy. It should be 
tried out boldly. We must make the most of the prov- 
ince’s strengths in science and technology and human 
talent, and use preferential policies as an orientation for 
building, as soon as possible, technical and information 
market networks that link the province, prefectures, 
municipalities, and counties vertically, and that link 
large institutions of higher education, scientific research 
organs, and enterprises laterally. We must develop inter- 
mediary organizations, augment the number of scientific 
and technical brokers in order to do a good job of 
building bridges for the transfer of the fruits of techno- 
logical research. The province’s civilian-run scientific 
research institutions have developed fairly rapidly in 
recent years. They have made an important contribution 
to inculcating science and technology into the economy, 
thereby exhibiting exuberant vitality. We must provide 
them further support, diligently assist them in solving 
difficulties, and promote their steady development and 
growth. 


We must pay close attention to the development of high 
and new technology and associated industries, striving to 
break substantial new ground by the end of the present 
century in industrializing various technical fields 
including electronics, information, and biological engi- 
neering. Every jurisdiction must devote more energy to 
the support of projects having a high scientific and 
technical content, but that do not yet exist on a large 
scale. In the economic development zones, in particular, 
every effort must be made to set up more high and new 
technology enterprises. We must both develop and 
import at the same time, practice the principle of “‘inter- 
nalizing” imports, continue to widen international aca- 
demic exchanges, widen the scientific and technical 
cooperation realm, and import both domestic and for- 
eign advanced scientific and technical achievements and 
technical equipment. Although the development of high 
technology poses certain risks, returns may also be quite 
high. We must hasten the establishment and perfection 
of diverse scientific and technical input systems, set up 
various funds including a fund to reduce risks in scien- 
tific and technical development that is primarily govern- 
ment funded to provide backstopping for the industrial- 
ization of new and high technology. 


Human talent is the carrier of science and technology, 
and the training of human talent depends on education. 
Education must orient toward the main battleground of 
building the economy and toward the future. The 
training of human talent of a fairly high scientific and 
cultural level and that understands sophisticated work 
skills is the prime task. Acting in the spirit of the Central 
Committee’s educational reform and development pro- 
gram, the provincial CPC committee and the provincial 
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government have made a decision about educational 
reform and development problems in the province, the 
implementation of which they will organize conscien- 
tiously. During the first half of 1994, the provincial CPC 
committee and provincial government will also render 
decisions about ordinary educational reform and devel- 
opment problems. All jurisdictions should pay close 
attention. They should strive for substantial advances in 
making the nine-year compulsory education system uni- 
versal and in the elimination of illiteracy among youths 
for early attainment of tue “two basics” goal. The 
“Teachers’ Law” must be conscientiously implemented 
to ensure teacher benefits according to law. 


Ill. Intensifying Indoctrination, Mastery of Comrade 
Deng Xiaoping’s Theory for Building a Distinctively 
Chinese Brand of Socialism Tc Raise the Level of Lead- 
ership For Taking Account of the Situation as a Whole 


Comrade Deng Xiaoping’s theory for building a distinc- 
tive Chinese brand of socialism carries on, enriches, and 
develops Mao Zedong Thought. It is contemporary Chi- 
nese Marxism, and it is our guide for action. Use of this 
scientific theory to arm the whole party provides the 
underpinnings for enhancement and improvement of 
Party leadership, for strengthening the party, for moving 
ahead with reform and opening up to the outside world, 
and for modernization. The degree to which this theory 
is understood and applied determines the overall caliber 
of party organizations at all levels and the level of 
leadership. We must relate this theory to reform and 
development realities, and diligently study it. We must 
strive to understand fully and put into effect its basic 
Marxist standpoint, point of view, and methods to 
improve awareness and resoluteness in implementing 
the party's basic line. Right now, Volume 3 of the 
Selected Works of Deng Xiaoping should be diligently 
studied in particular. Leading cadres at the county level 
and above should take the lead in study, strive to 
understand the spiritual substance, do a conscientious 
job of unifying thinking about Comrade Xiaoping’s 
theory and the spirit of the 14th Party Congress, and 
about the “Decisions” of the 3d Plenary Session of the 
14th CPC Central Committee, steadily raise the level of 
leadership needed to deal with the overall situation in a 
unified way and to better discharge the important his- 
torical task of leading the building of a socialist market 


economy system. 


1. Study and Mastery of Comrade Xiaoping’s Theory, 
Persevering Further in the I Line of Emanci- 
pating Thinking and Seeking Truth in Facts. The eman- 
cipation of thinking and the seeking of truth in facts are 
the quintessence of Comrade Xiaoping’s theory for 
building a distinctively Chinese brand of socialism. They 
are an ideological line that our party has upheld for a 
long time, and they are an important prerequisite for our 
doing a good job. The emancipation of thinking is a 
process of steady development. Old problems are solved 
only to have new problems steadily appear. Therefore, 
the emancipation of thinking is not something that can 
be done once and for all. One must make new efforts as 








32 MILITARY, PUBLIC SECURITY 


situations develop and as reform intensifies. The eman- 
cipation of thinking and the seeking of truth in facts are 
parts of a piece. Upholding the oneness of the emanci- 
pation of thinking and the seeking of truth in facts is to 
enhance dialectical awareness, and to hold fast to prac- 
tice, which is the first basic principle of Marxism so that 
thinking conforms to reality, and subjectivity and objec- 
tivity accord with each other. In leadership work, one 
very important point is the need to use the standard of 
the “three facilitates” to determine choices in actual 
work, to decide whether to move ahead or pull back, and 
to judge the advantages and disadvantages, gains and 
losses from all programs, policies, plans, and methods. 
Leading cadres at all levels must be adept at proceeding 
from their own realities under guidance of Central 
Committee overall policies and plans. They must con- 
centrate more on finding the areas in which policies and 
plans can be linked to realities, boldly practice, and 
perform their work creatively. The broad masses of 
people are the main entity in practice. They possess 
extreme creativeness and unbounded wisdom. In recent 
years, we have effectively moved ahead with work in 
every regard by adhering to the mass line, by respecting 
the creative spirit of the masses, and by creating fresh 
experiences through the timely summarization of the 
practice of the masses. This is an extremely valuable 
experience. Leading cadres at all levels must maintain 
high political enthusiasm and continue to uphold and 
carry forward this fine work style. They must more 
consciously steep themselves in the fervent practice of 
the masses, learn from the masses, and learn lessons 
from practice. Nowadays large numbers of good role 
models and “points of light” are coming to the fore 
everywhere. We must make sure to uncover and summa- 
rize their experiences, and spread them at once. 


2. Study and Master Comrade Xiaoping’s Theory, Further 
Maintaining the Policy of Working in Multiple Direc- 
tions at the Same Time and Working With Might and 
Main. We must diligently increase propaganda and cul- 
tural work, and ideological and political work to install 
the Party’s basic theories and basic line in everyone. We 
must attain the optimum combination of the traditional 
moral excellence of the Chinese people and the spirit of 
the times, shape an ideology that holds a commanding 
position, and better channel the attention of the broad 
masses toward reform and opening to the outside world, 
and the building of the economy. We must raise high the 
banners of patriotism, socialism, and collectivism, vig- 
orously propagandize the pioneering of causes through 
arduous effort and the fine tradition of selfless devotion. 
We must propagandize the advanced role models of 
helping people attain happiness, of readiness to take up 
the cudgels for a just cause, and of aiding the distressed 
and succoring those in peril. We must particularly 
improve the education of youth. We must actively advo- 
cate a life style of having a correct view of life and a 
healthy civilization. We must do more to build social 
morality and professional ethics, stand up bravely for 
ideals, stress convictions and ethics, take a clear-cut 
stand against money worship, extreme individualism, 
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and a decadent life style, stand up for what is right, and 
root out evil influences. Today, problems with mayhem 
in the cultural marketplace remain fairly glaring. Reso- 
lute actions must be taken for further rectification. 

In a certain sense, a socialist market economy is a legal 
system economy. We must improve legislation, particu- 
larly economic legislation, and judicial and administra- 
tive enforcement work in accordance with “the Deci- 
sions” goals for building a legal system. We must 
thoroughly educate all the people in the law, improve the 
legal awareness and the concept of the law of the entire 
society, and bring into play the role of legal supervision, 
organizational supervision, Mass supervision, and public 
opinion supervision. Nowadays, social order problems 
are rather glaring in some places. This must be given 
serious attention. Leading cadres at all levels are com- 
rades in charge, first of all, who must further improve the 
leadership of social order work. They must truly regard 
the maintenance of order in their own locale as a serious 
political obligations. They must unflaggingly crack down 
hard on all criminal activities, and resolutely force down 
the trend toward rise in all kinds of cases, particularly 
large and important cases. They must correctly deal with 
various internal contradictions among the people, make 
sure that they do careful work, understand how matters 
can develop from small beginnings, take preventive 
measure, and strive to nip in the bud the various factors 
that damage political stability and public order. 


Better building of clean government and opposing dec- 
adence are necessary conditions and important under- 
pinings for the building of a socialist market economy 
system. Thanks to the work done by the Central Com- 
mittee and the provincial CPC committee, the struggle 
against decadence is proceeding smoothly throughout 
the province. It is developing healthily. Nevertheless, 
work in these regards is spotty, and the task is still a fairly 
daunting one when viewed in light of Central Committee 
requirements and the desires of the broad masses of rank 
and file cadres. Therefore, we must maintain a clear view 
and continue to work toward assuring periodic results. 
Leading cadres at all levels, particularly cadres at the 
county level and above, must both serve as models, 
taking the lead in honesty and self-discipline, and dare to 
take charge, strictly meeting requirements. They must 
play an important part in the work of law and discipline 
enforcement units in enforcing the law and enforcing 
discipline in the improvement of Party style and the 
building of clean government, providing vigorous sup- 
port for their work. 


Economic system reform is a profound revolution 
having a bearing on many areas in the economic foun- 
dation and superstructure. We must handle well the 
correlation among reform, development, and stability, 
handle well the interest relationships of all quarters, 
improve people’s conception of the overall good, make 
full use of mass organizations such as labor unions, the 
Young Communist League, and the Women’s Associa- 
tion, as well as the enthusiasm of all democratic factions. 
We must arouse all positive elements that can be 








in economic work, and who dare to blaze trails, partic- 
ularly middle-age and young cadres. We must pay special 
attention to the nurture and promotion of party and 
government hands who can act in terms of the situation 
as a whole and who can open the way to new endeavors. 
Every time leadership teams finish their terms in office, 
the problem of insufficient reserve cadres becomes more 
glaring. We must take immediate action to improve 
work in this regard. 


The party’s grassroots organization is the party's strong- 
hold in the basic level organization of society. It is the 
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provincial 
a large bit of highly effective work. It has made out- 
standing accomplishments in advancing the provinces 
reform and opening up to the outside world, and its 


rades on the provincial advisory committee earnestly 
practice what they preach, and they have served as 
models in bringing about a changeover from the old to 
the new in the cadre corps. One might say that there has 
not been a single work achievement of any kind that is 
not a crystallization of the painstaking labor, the 
wisdom, and the sweat of the old comrades. In the past, 
today, and in the future, the old comrades have been, 
are, and will be valuable wealth. The lofty spirit of the 
old comrades in devoting their lives to the revolution, 
their fine tradition of honesty in the performance of 
official duties, their noble morale character of making 
contributions without arrogance, and their rich and 
beneficial precious experiences forever deserves our 


old comrades. They must continue to listen with an open 
mind to their valuable views. Although the provincial 
advisory committee will no longer exist after this 
meeting, it is hoped that the old comrades will continue 
to care about and support our work, and constantly make 
new contributions in advancing our province's reform 
and development. 











M TAIWAN 


Article Views Role as Asian ‘Operations Center’ 


94CE0206A Taipei TIEN-HSIA [COMMONWEALTH] 
in Chinese No 11, 15 Nov 93 pp 66-71 


[Article by Kuo Ta-wei (6753 1129 1792): “Century- 
Spanning Fight to the Death”) 


[Text] The Asia-Pacific Operations Center beckons loud 
enough to wake the dead. 


Some say it is necessary to Taiwan's survival. 

Others ridicule it as a quixotic scheme; they see it as an 
impractical plan. 

Does Taiwan indeed have an opportunity to become a 
regional headquarters for transnational businesses? 


What are Taiwan’s advantages and disadvantages for 
becoming an Asia-Pacific operations center? 

What major changes are needed to attain the goal? 

A large market holding hidden vitality lies along the 
Pacific Rim of the Asian continent. This area has an 
annual 6 percent economic growth rate, and forecasts 
call for one-half of the world’s gross output to come from 


here by 2040. Transnational businesses in advanced 
nations are anxious to establish a bridgehead here. 


At the same time, Taiwan, which is a way station in the 

area, is working hard to break out of an economic 
y mM ne stalemate by importing high value-added 
industries to accelerate internal transformation and to 
stimulate the desire to invest. In 1992, however, outside 
investment in Taiwan for the year fell to a new four year 
low of only $1.5 billion. 


A “national construction program” that seeks to vault 
Taiwan into the ranks of a modern nation, the Asia- 
Pacific Operations Center Plan, took shape during the 
surge to accelerate internal transformation and stimulate 
investment. 


The Asia-Pacific Operations Center is no new topic. This 
hope has attracted businesses from many nations to set up 
regional headquarters in Taiwan. Very many businesses 
long ago began to plan tactical alliances whereby their 
Asia-Pacific branch corporations engage in procurement, 
production, marketing, technical assistance, research and 
development, and the collection of information. 


Economic considerations aside, as a result of these 
tactical alliances, Taiwan will make itself a part of the 
global economic network, which will enable it to 
improve its international standing and national security. 
This is not a bad tactical conception; the question is 
whether the tactic is feasible. 


To go from Europe and the Americas to Southeast Asia and 
Mainland China does not require going via Taiwan. Coun- 


tries other than Taiwan—notably Singapore and Hong 
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Kong—can provide added value that Taiwan does not 
provide. 


Just what value does Taiwan add as a springboard for 
Can existing administrative regulations be reformed in 
time? Can the necessary infrastructure be put in place 
rapidly? 

These are the requirements for Taiwan’s success as an 
Peopie generally believe that Taiwan's professional sci- 
entific and technical brain power will serve as a solid 
contingent that will permit Taiwan to become a research 
and development [R & D] base, and a technical support 
base for Asia and the Pacific. Universal education and 
training in mathematical concepts will permit Taiwan to 
turn out highly capable engineers at low cost. 


to a global competitiveness survey that the 
Swiss International t and Development 
Institute (IMDI) made in 1992, Taiwan obtained 732 
United States patents during 1990 for first place among 
developing countries. Taiwan also far exceeds major 
competitors such as Singapore and Kong in R & D 
and manpower investment. During 1992, a total of 5,157 
doctorate and masters degree holders returned home, but 
their skills were not needed in Taiwan, thereby creating 
a new dilemma of self-induced unemployment. 


Taiwan has a large number of people who work with their 
hands to match the engineers who work with their brains. 


u 
fi 
| 
7 
| 
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One Upgrade and Four Kinds of Expertise 


It is because Taiwan holds advantages in geographical 
location, and in manufacturing and technical capacity 
that 11 international firms that have been producing in 


Taiwan for many years have signed a tactical partnership 
letter of intent with the Ministry of Economics. 


For example, Motorola Electronics has not only estab- 
lished an electronic parts manufacturing center in 
Taiwan, but it has also set up a massive circuit research 
and development center to design products for Japan 
and South Korea. AT&T also plans to cooperate with 
Taiwan firms to contract the building and operation of 
telephone communications hardware abroad. Phillips of 
Taiwan controls the entire operating process from design 
to marketing of four major products including illumina- 


However, in planning an Asia-Pacific Operations 
Center, Taiwan will not be content with being only a 
production and technical assistance support base. If it is 
also to function as an entrepot and as a financial center, 
Taiwan will have to make one upgrade and become 
expert in four fields. 


The one upgrade is improved science and technology. 
The four fields of expertise are personnel, money, goods, 
and information. 


Taiwan has, in being a good foundation for developing 
and bringing forth new technology, and this is the road it 


TAIWAN %s 


must take to improve competitiveness. If it only concen- 
trates on production and technology, Tarwan 


existing 
will be relegated to the status of a large export processing 
base. However, “What conditions must we have to build 


new and sophisticated industries” that bring in high 
technology? The general manager of Taiwan's Interna- 
tional Standard Electronics, Mao Yu-nan [3029 3254 


0589] came straight to the point in posing this question. 
In addition to upgrading domestic R&D capabilities, we 


talent. We also have to create an overall environment to 
match. Although Singapore's level of science and tech- 


Although Taiwan is more friendly toward foreigners 
Co? Soe Erte coaee Santee See 

and Hong Kong), and does not practice discrimination 
(according to the IMDI appraisal), overall living condi- 
tions are not as good. 


Since signs are not in English, foreigners in Taiwan are 
reluctant to wander the streets. In Japan, all one has to 


eral Express hired to make an evaluation listed Taipei as 
a “hardship city” for foreigners to live in. 





Table 1. Plentiful Scientific and Technical Manpower 





Taiwan (1991) 


Heng Kong 





Professional and Technica! Personne! 





Number of institutions of higher education 123 


14 6 





Number of people enrolled in institutions of 
higher education 


48,200 





Number of people enrolled im natural scence courses 
(physi a. ae ficine, and egricultare 


44,000 





Degree to which need for engineers is met 3 
(ranking among developing nations) 








i! 7 








Source of Data: Asia-Pacific Operations Center 
Feasibility Study, Ministry of Economics 








Table 2. High Standards 





Taiwan 


Heag Keng 





RAD expenditures $2.075 billion 





RAD expenditures as a percentage of GDP 141 





Number of people engaged in RAD* $2,100 





Number of R & D people per 1,000° 6.32 








Patents obtained in the United States 732 








$2 





Note: * means 1989 data: otherwise the data are for 1990. Source of Data: Swiss IMD! “World Competitiveness Report, 1992" 
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Table 3. Low Costs 

Professions Tatwas (1) Stngapere (7) Percentage (3) 
Chemacal Engineers $0,102 6.074 f. 

Petroleum and Coal Engineers 60,010 30.410 ™ 

Mechanical Engineers 33,385 $1,496 + 

Electrical and Electromics Engineers 33,771 M471 s™ 

Crvil Engoneers 33,275 SLIs we 

Average 42,109 2590 ate | 














Explanation |) Tarwan Cata obtained by moltiptying | 990 Gata umes | 08 2) Semgapore Gata ms gross wages plus the | 8 percent obagatory 


unto the Central Provident Fund. 3) Percemtages are Tarwan engeneer salarces as a percentage of Sengepore engencer salaries. 








tions Center plan, Taiwan U Law Department 
Professor Hsu Hsiao-po [1776 1420 3134] says candidly 
that if Taiwan fully intellectual rights, 


lawyer who founded 2 practice in Germany was stil] unable 
to obtain a resident's work permit for Taiwan. 


A lawyer in the Legal Affairs Office commented that 
Taiwan's employment law and associated regulations are 
“completely divorced from reality.” 





Table 4: Taiwan Laws Not 


Up to Date, Many Restrictions 





Tatwan Rank ing Heng Kong Resting ~egoper Ranting 





Legal standards of finance and banting imstrtutsons 





Protection of mmtefiectual property nghts 





Government contre! and troubirng of busrnesses 





Comnpataiiiity of environmental laws eth busness compet: 
uveness 


‘ 
? $ 
! 
‘4 





Extent to whch ante-trus lews prevent unfarr competion 





Openness of the pubbc sector toward foreagn competitrve bad- 
Gers on contracts 














Source of Data: Swiss IMDI, “World Competitivences Report, 1992~ 
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Tabdte £. Infrastructure Seriowsty I nadequate— Ranking of the Degree to Y hich Imfrastrecture Meets Commercial Needs 
in Developing C oumtries 





Terwes 


Hhemg Komg 

















T ehecommm gtacataons 





CL re wel a] & | & 


Electric Power 








bel be] mT we] be oe 
~~ i om | ow | te | oe | 








Source of Data Seuss IMD “World Competitweness Report, 1997" 








Table S. Lack of Homesty: Low Administrative Efficiency—Ranking of V arioes Administrative Indicators in Devehoping 
Countries 





Government honesty 








Demornon of poses De gowertemet: groups nor 
rere tm 





ened 


Degree to wteck gowermomett ccomoma polos ee 





Govertenett transparemc. { 





Curremt pobencal symern s ahebery ao meet scomermac 
chalenges 





Pieubelty of governement berung and fiomg practices 





Popelar suppor for gowernener potcuss 





Degree to wtech md@reodual pecvsom and property ave 
property protecacd 








Pubic comfidence mm the fernness of the podhcunry 








Source of Data Swus IMD1 “World Compettivencs Report, 1997" 











Tabte 7. Chungcheng Airport Charges High, Utilization Rate Low 


























Tabean's Changchesg Alpert = eg, ngs Mick Alepeet Sangapere 's Change Arp 
Scheduled Tatoos anc Lancengs A982 1m 123,54) 
(Number of Planes) 
Toursts Per Year 10.63 malls 72.09 milhon 18.1 miler 
Uniazamor Ranch 43 10” $1) 
Cargo Capacsty (toms) oom \ weil 1S miler 
Average Recespts (US Dollars) 24 126) 13 
per landeng accrval. anc | 
pemenge: cacy “ETO _} i 








Source Mena of Ecomommcs. Ame-Pacrfx Opersmons Comer Feamitir: Study 





In the {MDI evaluation. Tarwan lagged behind Singa- 
pore and Hong Kong m the degree to which infrastroc- 
ture meets commercial needs, and i even came in 
behind Malayssa where per capita imcome 1s lower than 
in Tarwan. 


Tarwan’s administrative and building efficency have 
suffered im the politacal tumult of the past several years. 
Thus 1s the main reason for the backwardness of Tarwan's 
infrastructure. Volume of cargo handied today im 
Kaohsiung’s seven ports is only 63 percent that of 
Singapore and Hong Kong Although Ksohsiung’s 


m 
wages. Worse yet, after they retire, their jod is paseed on 
to ther som im a longshoreman “hereditary system.” 


During July 1993, more than 50 shops waited to grt into 
port, cach shop wartung ome to two weeks, the loss per day 
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averaging $6,000. This caused the poor reputation far 
and wide for Taiwanese ports 


Slowness and high charges have, in fact, damaged the 
utilization rate of both Taiwan’s airports and harbors. 


Although Taiwan’s manufacturers break their necks to 
meet deadlines, cargoes are held for at least one or two 
days before clearance at Chungcheng Airport. In 
advanced countries, customs examinations are figured in 
hours. The average scheduled landing fee for an airplane 
in Taiwan is $2,430. At Hong Kong’s Kaitek Airport, 
where an airplane takes off or lands once every two 
minutes, the fee is only about half that. 


Taiwan’s future goal is the development of light, fragile, 
short, and small products, and the U.S. Federal Express 
is discussing a plan to establish a hub in Taiwan that can 
make the most of Taiwan’s strength in being able to act 
quickly. The administrative efficiency and infrastructure 
problems relating to the movement of people and car- 
goes are crucial to whether Taiwan can become an 
Asia-Pacific Operating Center. In addition, the associ- 
= flow of money and information require even greater 
ort. 


Two years ago, the national finance and banking confer- 
ence reached a decision to set up an Asia financial 
center, but so far nothing has appeared but publicity; no 
real action has been taken. Financial control limitations, 
inconvenience in moving money into and out of the 
island, insufficient financial commodities, and the lack 
of skilled financial personnel are old problems that hurt 
the effective use of funds. Likewise, they impede Tai- 
wan’s becoming an Asia-Pacific Operations Center. 


The uncertain quality of Taiwan’s telecommunications 
and the lack of competitiveness of charges cloud the 
Asia-Pacific Operations Center plan even more, and they 
are also constitute a stumbling block for Taiwan's entry 
into telecommunications in which the exchange of 
graphics is the mainstream. 


A large number of obstacles and doubts about whether 
“we can or cannot” face us in proceeding with the 
Asia-Pacific Operations Center. No wonder that some 
entrepreneurs take a “I couldn’t care less” attitude about 
it, and throw invitations to panel discussions into the 
waste basket without reading them. 


Taiwan University’s Three Principles of the People 
Institute assistant professor Tu Chen-hua [2629 7201 
5478] and six other members spent an entire year 
travelling around the United States, Hong Kong, and 
Singapore making comparisons to complete the report 
on “the feasibility of establishing an Asia-Pacific Oper- 
ations Center in Taiwan” that the Ministry of Eco- 
nomics commissioned them to make. Their 300 page- 
thick evaluation employs various indicators to point out 
that the overall picture for Taiwan is not optimistic. 
However, if it is to be established, nevertheless, “the 
focus from top to bottom will have to be on making a 
more international and freer frame of mind in Taiwan, 
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including the frame of mind of the middle level civil 
servants responsible for implementation, and the public 
in general, and well as amending regulations. 


Tu Chen-hua warned that the results of the study show 
that the biggest obstacle to moving ahead with this plan 
stems from the lack of a full international outlook on the 
part of middle level civil servants who oppose change. 
This includes government officials lacking a professional 
background. 


In order to become a regional operations center, Taiwan 
must be a customer-oriented organism that provides 
services around the clock. 


At Kaohsiung Port, which supposedly operates around 
the clock, repair personnel could not be found in the 
middle of the night. At Chungcheng Airport, the Cus- 
tems does not clear cargoes after Saturday noon. 
Obtaining a clearance requires payment of NT$3,000. 
During an emergency once, China Airlines had to land at 
a small airport in Kaohsiung after midnight only to be 
refused. It had to turn back to Hong Kong where the 
mre is not open around the clock, but which is 
exible. 


“What can be done to make the whole country aware 
that Saturdays and Sundays are not days off in an 
Asia-Pacific Operations Center?” is a question that 
Hsin-kuang Textiles general manager Hu Ch’iao-jung 
[5170 0294 2837] spelled out world by word at a panel 
discussion. 


The public in general also faces the challenge of an 
internationalization of their frame of mind. The under- 
standing of the managerial level of Taiwan firms about 
trans-national culture, and their international manage- 
ment experiences are far behind those of places like 
Hong Kong and Singapore where English is commonly 
spoken throughout society. 


In 1992, America-Taiwan Telecommunications began to 
send technical personnel from Taiwan to Indonesia, 
Thailand, and Mainland China to prove assistance. 
However, general manager Yeh Tsu-yu [5509 4371 
4416] found that these technical personnel had adjust- 
ment problems in the places to which they were sent. 
They were not accustomed to short temporary duty 
assignments outside Taiwan. “This is a psychological 
process everyone must go through. They must develop 
their own international frame of mind,” he said. The 
greatest frame of mind transformation required is for 
government to go from regulation orientation to task 
orientation. 


The evaluation report that the Ministry of Economics 
commissions recommends at great length 50 administra- 
tive measures and legal regulations in need of amend- 
ment. In addition to citing regulations related to the 
corporation law, the employment law, the income tax 
law, and foreign exchange control regulations, it cites 
Singapore’s ieasing and tax concessions as an example in 
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emphasizing that amendment of laws should emphasize 
benefits to be gained more than guarding against harm. 


Taiwan laws, which are a legacy of the Japanese system 
that came from Germany, emphasize against 
harm. However, Law regulating commerce are on 
the British and American legal systems.“ If Taiwan's 
laws are to be internationalized in the absence of people 
having this background, how can a law amendment draft 
be produced? is a question asked by Hu Ch’iao-jung who 
is a legal scholar. 


Most multi-national firms have set up operations centers 
in Hong Kong and Singapore to look after the southeast 
Asia market. Since it first began to promote a regional 
headquarters plan in 1986, more than 40 large firms 
have established a base in Singapore. These firms 
include IBM, ICI, Ch’i-i [1142 8381], Hsin-li [2450 
0500), and International corporations. 


Taiwan is getting a late start. Only by offering something 
special can it win out over the competition. 


“We have to do well the things that they (Singapore and 
Hong Kong) do not do, gradually besting them. This is 
the only tactic,” says Stanley Shih, chairman of the 
board of Acer corporation, which has set up a regional 
center in Singapore, but whose headquarters remains in 
Taiwan. According to Stanley Shih, Taiwan is still the 
best choice for R&D and for managing production. “At 
least, we should persuade foreigners to set up dual 
centers.” Taiwan does not have to be a center in which 
everything is done including production, R&D, finance 
and banking, the entrepot trade, and marketing is done. 
“If we just get going, we can become a champion 
although possibly not being first in every particular,” 
says Mao Yu-nan metaphorically. 


The process of training to be a champion in 10 areas 


requires standards for judgment. “At least, objective 
data for judging each area is needed to determine 
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whether we are approaching our vision; otherwise, it is 
only an illusion,” says Mao Yu-nan unceremoniously in 
pointing out priorities. 


that , 
back a 1 meter high stack of data and material in which 
even the added value produced by each employee at 
Singapore’s airport was figured and reported. Even if 
there is only a ht decline in telecommunications 
competitiveness i tors relative to other countries, 
the Singapore telephone bureau readjusts its business 
tactics every year to catch up. 


ong Kong Chinese University Professor Weng 
Sung-jan [5040 2646 3595] points out the importance of 
intangible competition indicators. Are foreigners happy 
about travel in Taiwan? Is bribery serious? “Maybe the 
international image needs adjustment!” 


As an Asia-Pacific Operations Center, Taiwan will have 
to compete not only with Hong Kong and Singapore, 
which are a step ahead, but its competitors will also 
include Thailand and even Pudong in Shanghai, which 
are itching to compete. 


Taiwan Phillips, which arrived in Kaohsiung 20 years 
ago, developed from simple processing into an interna- 
tional production center, and today it is a self- 
established fully functional operations center. Speaking 
asa who has experience, Director General Lo 
I-ch’iang (5012 4135 1730], who is a staunch proponent 
of the Asia-Pacific Operations Center Plan states with 
conviction: “When Taiwan does something better than 
others, why won’t other countries come? We have to 
decide ourselves.” 


It is the time for Taiwan itself to make a decision about 
the Asia-Pacific Operations Center. 
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Hong Kong Economic Report 23 Dec 93-5 Jan 94 
HK0601 160194 


[Editorial Report] The following are summaries of media 
reports on economic developments in Hong Kong mon- 
itored by Hong Kong Bureau between 23 December 
1993 and 5 January 1994. Source information is given in 
parentheses at the end of each item or is provided in the 
body of the item. 


HONG KONG INVESTMENT IN PRC: 


TV Maker Targets Mainland Market for Expansion 


Consumer electronics group Kong Wah Holdings has 
entered into a joint venture with the Shannxi-based 
Caihong Electronic Group to exploit the colour televi- 
sion market in China. Kong Wah and Caihong will both 
hold 42.5 percent of the venture, the remainder being 
held by Zhuhai’s Tong Fei company. Kong Wah’s initial 
investment would be HK$10 million. Kong Wah 
Chairman CK Lam said that, as China’s largest manu- 
factuere of colour picture tubes, Caihong Electronics 
would be able to stabilize the supply of picture tubes to 
Kong Wah. Mr. Lam said the company expected to 
invest a further HK$20 million in the project by the end 
of next year. 


Kong Wah currently has 8 percent of the mainland 
market for televisions, but Lam expects this to increase 
to 20 to 25 percent by the end of 1994. (Hong Kong 
HONGKONG STANDARD in English 23 Dec 93 p 23) 


Bank of China Promotes Foreign Investment in 
Mainland 


The general manager of the Hong Kong-based Bank of 
China Group (BOC) Investment Company Ltd, and 
director of the BOC China Fund Company Ltd, Shi 
Hongzhen, says that the BOC Investment Company been 
especially successful in attracting foreign investment in 
Mainland China. Mr Shi indicated that in the nine years 
since its establishment, the BOC Investment Company 
had handled a total of HK$8 billion in investment in 170 
projects. In 1993, 78 contracts were signed. 


According to Mr Shi, BOC Investment Company’s 
investments over the past year were characterised by its 
major support for energy and transportation projects. 
Up to the present, the company had invested in 16 power 
plants with a total installed capacity of 15.7 million kw. 
BOC Investment also helped a Singaporean group win a 
highway contract in Jiangsu, and the company is 
becoming increasinglty involved in the high technology 
and real estate areas, funding precision tool plants in 
Shenzhen and 41 real estate projects in eastern and 
southern China. The company is also developing large- 
scale projects, such as a $100 million investment in an 
iron and steel plant in Anhui. (Hong Kong WEN WEI 
PO in Chinese 24 Dec 93 p 25) 


Float Glass Production Line Under Construction in 
Qingdao 


Construction began on the world’s biggest “Luoyang 
floating method” glass production line, a joint venture 
between a Chinese corporation and a Hong Kong com- 
pany, in Qingdao’s Huangdao New Economic Zone on 
28 December 1993. On completion, the first phase of 
this 500-million-yuan project will produce 3.1 million 
boxes of quality float glass each year, 40 percent of which 
will be exported. The scheduled completion and com- 
missioning date is September 1995. (Beijing 
—- XINWEN SHE in Chinese 0901 GMT 29 
Dec 93) 


Retailer Restructures Hong Kong, Mainland Operations 


In order to expand its retail business, the China 
Resources (Holdings) Limited Company (CRC) recently 
decided to merge two affiliated department stores, the 
Chinese Merchandise Emporium Limited and the China 
Products Company (Hong Kong) Ltd, into one entity 
called CRC Department Store, Ltd. Wei Jianan, 
chairman of the board of directors and general manager 
of CRC Department Store Ltd, said that the merger was 
designed to consolidate superior resources to improve 
economic efficiency and increase competitiveness. CRC 
is also planning to set up chain stores in various major 
cities in the mainland, including Harbin, Shanghai, and 
Beijing. 

Huang Wenzhao, a director of the CRC Department 
Store Ltd, and deputy general manager, said the CRC’s 
annual turnover in Hong Kong had reached HK$50 
billion. Apart from department stores, CRC also oper- 
ates supermarkets across the territory and several com- 
panies dealing in handicraft products. 


CRC is joining forces with a local department store to 
build a mall in Shanghai with a total investment of 
HK$120 million. CRC has a 50-percent stake in the 
mall, which will begin operations in 1996, (Hong Kong 
—— TONGXUN SHE in Chinese 1310 GMT 
5 Jan 


OTHER ISSUES: 
H Regains Position as World’s Biggest 
Contieer Pert 


Extrapolated statistics show that Hong Kong will will 
handle a total of 9.3 million twenty foot equivalent units 
(TEU) in 1993, eclipsing Singapore, Rotterdam, and 
Kaohsiung to become the world’s biggest container port. 
Mainland China has made the biggest contribution to 
growth, with the value of goods transited via Hong Kong 
increasing by 33 percent from January to October this 
year, followed by Singapore (27 percent), Germany (23 
percent), the United States (21 percent), the United 
Kingdom (19 percent), France (18 percent), Japan (17 
percent), Canada (14 percent), and the ROK (12 per- 
cent). Mainland China is Hong Kong's biggest transit 
market and 42 percent of its export commodities are 
shipped abroad via Hong Kong. Hong Kong’s efforts to 
constantly improve its port facilities and cargo-handling 
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procedures have also contributed to the success in its 
shipping industry. Operating procedures have been 
improved. For instance, all incoming and exiting trucks 
are now supervised and directed by computer as a result 
of the Port Authority’s decision to automatize and 
computerize procedures. This has reduced the time 
required to load and unload a container to less than one 
hour. 


The container and shipping industry is very important to 
Hong Kong’s economy. The industry handles 90 percent 
of the territory’s total cargo and contributes 15 percent 
of GDP, providing jobs to 350,000 people. In the last 
five years, Hong Kong’s capacity has increased 15 per- 
cent annually, and its marine cargo is predicted to 
increase from 100 million tonnes per annum at present 
to 200 million tonnes by the turn of the century, 
increasing further by 100 percent by 2011. (Hong Kong 
ZHONGGUO TONGXUN SHE in Chinese 1022 GMT 
27 Dec 93) gw 


Hong Kong Contractors Face Protectionism on 
Mainland 


Stewart Cheng Kam-chui, a director of New World 
subsidiary Hip Hing Construction, says that the main- 
land construction industry is still not fully open to 
foreign contractors as local firms were often favored 
there. Mr Cheng said that foreign contractors were not 
allowed to undertake projects alone; only through joint 
ventures with local partners. Alternatively, they could 
take the role of project manger if half or more of the 
capital involved were foreign funds. In addition, 
according to Mr. Cheng, the current contract tendering 
system in China does not reflect market reality, because 
of favoritism shown towards state-run contractors. 
(Hong Kong SOUTH CHINA MORNING POST 
(BUSINESS POST) 30 December 93 p 2) 


Hong Kong Economic Report 6-19 Jan 
HK2001001094 


[Editorial Report] The following are summaries of media 
reports on economic developments in Hong Kong mon- 
itored by Hong Kong Bureau between 6 January and 19 
January 1994. Source information is given in paren- 
theses at the end of each item or is provided in the body 
of the item. 


HONG KONG INVESTMENT IN PRC: 


Zarg Fu Expands Auto Service Centers in South China 


Zung Fu, a division of Jardine International Motors 
Holdings and the sole agent for Mercedes-Benz in Hong 
Kong and Macao, is planning to set up 12 auto repair 
shops in the Zhu Jiang Delta and along the China coast 
in 1994, according to Chiang Kun-tai, the general man- 
ager of Zung Fu (China) Ltd. Mr. Chiang also said that 
the Shenzhen Zung Fu Xihu Service Company and its 
affiliated licensed Mercedes service center, a joint ven- 
ture between Zung Fu and Shenzhen Xihu Enterprises 
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Development Company, has opened for business. The 
service center is part of the company’s strategy to set up 
a service network in South China and will attend to the 
needs of 3,000 Mercedes owners in Shenzhen, as well as 
Mercedes owners from Hong Kong who commute 
between the territory and the Zhu Jiang Delta. (Hong 
Kong ZHONGGUO TONGXUN SHE in Chinese 0751 
GMT 13 Jan 94) 


aa Steel Seeks Hong Kong Funding for Shandong 


The parent company of Hong Kong-iisted Shougang 
International has announced its involvement in a project 
to build a HK$45 billion (Hong Kong dollars) steel plant 
in Shandong. Capital Iron and Steel Company Ltd., 
(Shougang) will raise more than HK$22.5 Billion on 
overseas markets and through the introduction of foreign 
investors. 


The plant, which will be situated in Quli, Shandong 
Province, will have an annual capacity of 10 million 
tonnes. Sources said they expected Capital Iron and 
Steel’s Hong Kong-listed subsidiary Shougang Concord 
Holdings to play a key role in raising overseas capital for 
the joint venture project with the Shandong Provincial 
government. The state would not provide funds for the 
project, but the new firm is expected to enjoy the same 
benefits and concessions as Sino-foreign joint ventures. 
(Hong Kong HONG KONG STANDARD (FINAN- 
CIAL REVIEW) in English 17 Jan 94 p 1) 


Law Firm Opens Office in Guangzhou 


The Hong Kong law firm Stephenson, Harwood and Lo 
has opened an office in Guangzhou. Julia F. Charlton, a 
lawyer with the firm, said the office would concentrate 
on offering legal services in stockbrokerage, bond issu- 
ance, and banking. Stephenson, Harwood and Lo expects 
to assist Chinese companies to issue H-shares (Hong 
Kong listed shares denominated in renminbi) and bonds, 
and to participate in “other financial activities.” An 
official from the Guangdong Provincial Bureau of Jus- 
tice said that Guangdong needs more foreign law firms to 
help improve its legal system and contribute to economic 
development. (Beijing CHINA DAILY in English 18 Jan 
94 p 2) 


at Kong in Joint Venture To Build Yunnan Power 
t 


Hong Kong real estate giant Cheung Kong (Holdings), 
which is controlled by billionaire Li Ka-shing, has signed 
a letter of intent to build a HK$8.1 billion (Hong Kong 
dollars), 1500-megawatt hydroelectric power plant in 
Yunnan to supply electricity to Thailand. According to 
Liang Dingxing, deputy chief of the Electricity Industry 
Planning Bureau of Yunnan, the plant will be located at 
Xi Shang Ba Na, near the PRC border with Laos and 
Vietnam. The plant would also help satisfy demand for 
electricity in southwest China. Although preparation 
work has already started, Mr. Liang said that “details” 
still had to be sorted out before the deal could be 
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finalized. One reported stumbling block is that the Thai 
Government wants to acquire an equity stake in the joint 
venture handling construction of the plant. (Hong Kong 
HONGKONG STANDARD (FINANCIAL REVIEW) 
in English 18 Jan 94 p 1) 


fee Garp Sane Fun Senet & Compe Cnet 


The Hong Kong-based Guangzhou Enterprise (Group) 
Company Ltd., is one of five underwriters for the Guang- 
zhou Zhujiang Steel Plant, the largest construction 
project in the Guangzhou Development Zone. The plant, 
recently approved by the State Council, requires 
HK$620 million for its first phase of construction. It will 
begin production in July 1996. The other underwriters 
are Guangzhou Economic Construction and Develop- 
ment Company, Guangzhou Metallurgy Company, 
Guangzhou Development Zone State-Owned Asset 
Investment Company, and the Guangzhou International 
Trust and Investment Company. (Hong Kong 
ZHONGGUO TONGXUN SHE in Chinese 1102 18 
Jan 94) cc 


CITIC Hong Kong Invests in Shanghai Tunnel Project 


China International Trust and Investment Company’s 
(CITIC) Hong Kong-listed subsidiary is to take part in a 
joint venture to build a multilane tunnel in Shanghai’s 
Pudong New Area. A ceremony to mark the beginning of 
construction of the Shanghai Yanan Donglu Multilane 
Tunnel was held in Pudong on 18 January. The project is 
being carried out by the Shanghai-China International 
Trust and Investment Corporation Tunnel Development 
Ltd., a joint venture between the Shanghai Municipal 
Huangpu Jiang Tunnel Construction Company and 
CITIC (Hong Kong) Holdings. Total investment will be 
1.4 billion yuan. (Beijing ZHONGGUO XINWEN SHE 
in Chinese 1031 GMT 18 Jan 94) 


Kerry Group To Build Port Facilities in Guangxi 


According to Mao Xuhui, the mayor of Fanggang City, 
Guangxi, Robert Kuok’s Kerry Group has invested 30 
million yuan to construct a wharf in Fanggang City. 
Preparations are being made at present and construction 
is expected to begin in March. It is expected that the first 
phase of the project, which will involve the construction 
of three to five berths with the capability to handle 
50,000-tonne vessels, will be completed by the 2000. 
Kerry Group plans to invest over 2 billion yuan in the 
project. (Beijing ZHONGGUO XINWEN SHE in Chi- 
nese 1031 GMT 18 Jan 94) ey 


ee SED UP SEE CS RNS SNS CS 
n 


Professor Liu Hongru, chairman of China’s Securities 
Supervision and Administration Committee, has said 
that 20 state-owned enterprises will list on the Hong 
Kong Stock Exchange this year. Some would also have 
secondary listings on the New York and London stock 
exchanges, with a small number having their primary 
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listings in New York. Professor Liu said that Hong Kong 
was a financial center in which international investors 
had great confidence, and that after 1997, the “one 
country, two systems” policy would enable Hong Kong 
to maintain its bridging role. (Hong Kong WEN WEI PO 
in Chinese 19 Jan 94 p A5) 


PRC INVESTMENT IN HONG KONG: 


Guangdong Development Bank [GDB], China’s first 
joint-stock bank, is to set up three representative offices 
in Hong Kong as part of its overseas expansion drive. Li 
Ruohong, GDB’s vice president, said that the bank 
would like to upgrade its representative office to a 
branch office when the bank met asset requirements set 
by the Hong Kong Monetary Authority. GDB is cur- 
rently marketing a $80 million five-year syndicated loan 
to banks in Hong Kong. Last year, GDB arranged a $50 
million guaranteed facility for a power station in 
Huizhou, the first time it had acted as a guarantor in 
offshore funding. All of GDB’s fund-raising activities 
have been done through Hong Kong. “If Hong Kong 
meets our needs, there is no reason for us to go some- 
where else to raise funds,” said Mr Li. (Hong Kong 
SOUTH CHINA MORNING POST (BUSINESS POST) 
in English 8 Jan 94 p 2) 


OTHER ISSUES: 


Japanese Rank First Among Foreign Investors 


In recent years, Japanese companies have continued to 
increase their investments in Hong Kong, many of them 
attracted by the economic growth of Mainland China. In 
the last 10 years, Japanese companies have replaced U’S. 
and British firms as the largest foreign investor in Hong 
Kong. In order to lower operational costs and compete 
for greater market share, Japanese manufacturing enter- 
prises have been increasing their overseas investments, 
and Hong Kong is a key point for such investment 
because of its proximity to China. According to Hong 
Kong government statistics, by the end of 1992, cumu- 
lative investment from Japan amounted to HK$124.45 
billion, and Japanese companies fixed assets in Hong 
Kong totalled HK$85.16 billion, exceeding that of U.S. 
corporations, who ranked second. (Hong Kong 
ZHONGGUO TONGXUN SHE in Chinese 0812 GMT 
11 Jan 94) 


Report Says Commercial Rents, Housing Costs To 
Rival Tokyo 


Hong Kong could have the world’s most expensive rents 
if current trends continue, leading to fears that the 
territory could lose investment as businesses flee spi- 
raling costs. 


According to a study by property consultancy Brooke 
Hillier Parker, Hong Kong’s retail rents are already 130 
percent those of Tokyo at HK$545 per square foot (psf), 
while office and housing costs are rising continuously. 
The average office rent in Hong Kong is currently 
HK$62 psf, compared to HK$84 in Tokyo. However, a 
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projected 30-percent rise in the territory’s average office 
rent this year, combined with a 10 percent drop in Japan, 
could cause the two cities to change places in 1994, 
Housing costs, which are expected to rise by 25 to 30 
percent this year, are also approaching parity with 
Tokyo. (Hong Kong THE STANDARD in English 12 
Jan 94 p 21) 


Hong Kong Economic Report 20 Jan-8 Feb 
HK0802100094 


[Editorial Report] The following are summaries of media 
reports on economic developments in Hong Kong mon- 
itored by Hong Kong Bureau between 20 January and 8 
February 1994. Source information is given in paren- 
theses at the end of each item or is provided in the body 
of the item. 


HONG KONG INVESTMENT IN THE PRC: 


FEATURE: More Mainland Companies Prepare To 
List in Hong Kong 


At a seminar in Wuhan, representatives of the second 
batch of mainland companies to list on the Hong Kong 
Stock Exchange and officials of the China Securities 
Regulatory Commission (CSRC) met to discuss listing 
procedures, according to an article by Christine Chan on 
page | of the 27 January edition of the SOUTH CHINA 
MORNING POST (BUSINESS POST). Among those 
listing is the Wuhan-based steel giant Wuhan Iron and 
Steel (Wugang), which is expected to be the largest listing 
of a Chinese company thus far, eclipsing Maanshan Iron 
and Steel’s HK$3.93 billion (Hong Kong dollars) listing 
in November 1993. Maanshan’s chairman, Hang 
Yongyi, was invited to speak at the conference to pass on 
his experience of listing in Hong Kong. 


Of those expected to list, four are power supply compa- 
nies: Huaneng International Power Development, Hua- 
neng Electricity (Shandong), Datang Power Plant, and 
Shandong Power Plant. In addition, Harbin Power Plant 
Equipment and Northeast Electric Transmission and 
Transformation Equipment make power plant equip- 
ment, cables, and transformers for the electricity supply 
industry. Airline and transportation companies are also 
represented by China Eastern Airlines and China 
Southern Airlines, as is the Guangzhou-Shenzhen 
Railway, which is expected to raise up to HK$400 
million. 

In a series of articles on pages one and two of the 28 
January edition of the BUSINESS POST, Barry Porter 
and Foo Choy Peng examine several issues arising from 
the increasing numbers of mainland companies seeking 
to list on the Hong Kong Stock Exchange through either 
direct or indirect means. Barry Porter quotes the 
chairman of the Hong Stock Exchange, Charles Lee, 
saying that nearly all of the 22 companies listed would 
float shares in Hong Kong, although some could obtain 
secondary listings in other exchanges, notably New 
York. Mr. Lee, who attended the Wuhan seminar, said 
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that the first of the new batch of PRC firms to list in the 
territory could be ready to make public offerings by June 
1994. However, Mr. Lee also said that this may be 
“wishful thinking.” 

Foo Choy Peng cites a CSRC official who draws atten- 
tion to several drawbacks encountered by mainland 
firms who had decided to obtain access to the Hong 
Kong stock market by the acquisition of Hong Kong- 
listed shell companies. Mr. Nie Qingping said that the 
CSRC was unable to supervise such companies effec- 
tively, which could lead to problems with investor pro- 
tection. Mr. Nie added that such “back-door” listings 
also raised the possibility of state-owned assets flowing 
out of the country. Mr. Nie said that fund-raising 
through direct listings was the preferred method, with 
Hong Kong as the major venue for such exercises. 


In another article on page one of the same issue, Foo 
cites Henry Tsang, a director of investment banking with 
Merrill Lynch in Hong Kong, who says that a shortage of 
market professionals could affect Hong Kong's ability to 
meet the requirements of those Chinese companies 
seeking to list in Hong Kong. According to Mr. Tsang, 
lawyers, bankers, and accountants in the territory were 
all operating at “full capacity.” “We just don’t know how 
much this market is able to cope in terms of more and 
more transactions.” Mr. Tsang said that it took a lot of 
effort from many people to deal with just six public 
offering by mainland companies last year. “It is impor- 
tant to note that Hong Kong investors are probably not 
enough to satisfy all China’s requirements,” Mr. Tsang 
said, adding that it would not be easy for the Hong Kong 
market to absorb an issue substantially larger than $100 
million 


Listing of Wuhan Steel Firm To Fund Expansion Plans 


Wuhan Iron and Steel (Wugang) plans a major expansion 
using the proceeds expected from its launch on interna- 
tional securities markets. The company aims to produce 
up to 11 million tonnes of steel in 1994. Sales are 
expected to hit 17.6 billion yuan, with pre-tax profits of 
3.45 billion yuan and foreign exchange earnings of $120 
million. The company’s expansion plans are expected to 
require capital expenditure of 22.5 billion yuan and $850 
million in foreign exchange. Wugang plans to build a 
third steel mill, a cold- rolled steel plant, and a 400- 
megawatt plant. (Hong Kong SOUTH CHINA 
MORNING POST (BUSINESS POST) in English 26 Jan 
94 p 1) 


C To Raise HK$224 Million 
scams omputer To on 


Legend Holdings, a Hong Kong-based joint venture 
between Beijing Legend Holdings, Daw Computer Sys- 
tems, and China Technology Trade (Hong Kong) Lim- 
ited, is listing its shares on the Hong Kong Stock 
Exchange. The computer distributor and manufacturer 
is raising $29 million by issuing 168.75 million shares. 
Trading will begin on 14 February. According to com- 
pany Chairman Liu Chuanzhi, the cash raised will be 
used to develop and market new products and for 
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additional working capital. Legend has three design 
centers in Hong Kong, Shenzhen, and San Jose, Cali- 
fornia, and has an annual production capacity of 1.68 
million motherboards. The company also distributes 
personal computers in mainland China through a net- 
work of 22 distributors. (Beijing CHINA DAILY in 
English 26 Jan 94 p 2) 


Mainland Chemical Firm Plans Hong Kong Listing 


Yizheng Chemical Fibre Company, the world’s fourth 
largest manufacturer of polyester and one of the biggest 
chemical companies in China, plans to issue H shares on 
the Hong Kong Stock Exchange in March. According to 
the Jiangsu-based company’s agenda, the H shares will 
be issued in mid-March and listed by the end of that 
month. Shares for domestic investors, A shares, will be 
listed on the Shanghai Stock Exchange in May. The 
company is presently engaged in a $421 million invest- 
ment program which will raise the company’s annual 
production capacity to 1 million tonnes by 1995. Last 
year, the firm produced 545,000 tonnes of polyester with 
total sales of 4.94 billion yuan, profits of 1.05 billion 
yuan, and export earnings of $37.2 million. (Beijing 
CHINA DAILY (BUSINESS WEEKLY) in English 30 
Jan 94 p 1) 


Guangzhou Investment Placement To Raise HK$1 
Billion 


Guangzhou Investment is raising HK$1.03 billion in a 
share placement to expand its interests in cement man- 
ufacturing in Guangdong. The placement is being 
arranged by Peregrine Brokerage and will dilute Yue Xiu 
Enterprises’ controlling stake from 64 percent io 53 
percent. Merchant bankers expect this to be the first of 
many issues in the territory to Hong Kong and interna- 
tional investors this year. Using the proceeds of the 
placement, the company plans to take interests in three 
cement operations in Guangdong: 51 percent of Zhu- 
jiang Cement Piant, which has an annual production 
capacity of 1.8 million tonnes; 50 percent of the Huadu 
Cement Plant in Huada City, which will have an annual 
capacity of 400,000 tonnes on completion in 1995; and 
51 percent of Xinging Cement Plant, which had an 
annual capacity of 170,00 tonnes in 1993. The place- 
ment is the first major issue of its kind by the mainland 
group since its listing as the property arm of Yue Xiu in 
December 1992. (Hong Kong SOUTH CHINA 
MORNING POST (BUSINESS POST) in English 1 Feb 
94 p 1) 


PRC INVESTMENT IN HONG KONG: 
FEATURE: Mainland Investors Return to Surging Real 
Estate Market 


Both the commercial and residential property markets 
continued their upward surge in January, and the reap- 
pearance of large-scale purchases by PRC-funded firms 
emerged as a major factor driving the real estate market 
to new heights. 
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In an article on page 7 of the SUNDAY MORNING 
POST (SUNDAY MONEY) on 30 January, Kennis Chu 
examines the renewed influence of investors from main- 
land China in the Hong Kong property market. 
According to Chu, Chinese investment has risen notice- 
ably since November 1993, when credit controls 
imposed in July of last year by Vice Premier Zhu Rongji 
to cool inflation were relaxed. Property prices have 
reached record highs, particularly for Grade-A office 
space and luxury apartments. The article states that 
Chinese participation in the real estate market can be 
divided into three types: central government enterprises, 
such as CITIC and China Merchants Holdings, compa- 
nies owned by provincial governments like Guangdong 
Investment and Sichuan’s Jianling (HK); and city and 
village-owned companies, such as Foshan’s China Weal, 
Huiyang, and Pripenic. 

In a front-page article in the 2 February issue of the 
SOUTH CHINA MORNING POST (BUSINESS 
POST), Barry Porter cites a report by real estate con- 
sultant First Pacific Davies which puts the volume of 
recorded transactions in January at HK$17.32 billion 
and estimates an additional $5 billion in private trans- 
actions. The article points out that this exceeds the 
previous monthly record of HK$12 billion set in May 
1993, a month in which there was an “unprecedented 
surge in buying by mainland corporations,” a spree 
which Porter asserts was “partly responsible” for Zhu 
Rongji’s July austerity program. The article goes on to 
state that mainland corporations are buying Hong Kong 
property as a hedge against a further devaluation of the 
yuan. However, most of the major publicly recorded 
purchases have been by completed by listed Hong Kong- 
based firms, such as Hong China, controlled by the 
Lippo group, which paid HK$2.2 billion for an apart- 
ment block in the Mid Levels area; Lai Sun Group, 
which bought a Tsimshatsui office building for HK$1.4 
billion; and Great Eagle, which paid HK$2 billion for the 
Ramada Renaissance Hotel, also in Tsimshatsui. 


The SOUTH CHINA MORNING POST (BUSINESS 
POST) on 29 January reports on page one that, in an 
effort to reduce its exposure to the residential property 
market, the territory’s leading lender has further tight- 
ened its policies on the provision of mortgages for 
“luxury” apartments costing more than HK$5 million. 
Hongkong Bank announced that from 29 January, the 
mortgage lending ratio for properties worth $5 million or 
above would be reduced to 50 percent from 60 percent. 
The ratio for those priced below $5 million remains at 70 
percent. However, a report carried by the Hong Kong- 
based PRC-affiliated news agency ZHONGGUO 
TONGXUN SHE in Chinese at 0912 GMT on 30 
January states that the Bank of China (BOC) Group had 
no intention of following Hongkong Bank for the 
moment. The report said that the BOC would closely 
watch the market’s reaction and developments in the 
field. An official with the BOC Group said that they 
would not require their 13 subsidiary banks to follow the 
same rules in arranging mortgages; instead, the banks 
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would be allowed to decide their own policy according to 
their particular financial resources. 


Mainland Tourists To Supplant Taiwanese in 1994 


According to estimates from the Hong Kong Travel 
Association and the China Travel Service, mainland 
China is expected to replace Taiwan as the source of the 
greatest number of visitors to Hong Kong. During the 
first 11 months of last year, the number of mainland 
tourists visiting Hong Kong rose to 1.58 million, just 
behind arrivals from Taiwan. Last year, Hong Kong 
attracted 9 million visitors, a 13-percent increase on two 
years ago. Booming tourist arrivals have given Hong 
Kong’s hotels an average occupancy rate of 85 percent. 
(Beijing CHINA DAILY in English 24 Jan 94 p 3) 


Bank of China Chief on Operations in Hong Kong 


Mr. Wang Qiren, chairman of the board of directors of 
the Bank of China, has said that in transforming special- 

ized banks in the mainland into commercial ones, the 
mainland should refer to experiences in bank manage- 
ment overseas, especially that of Hong Kong and Macao. 
Mr. Wang said that since the implementation of reform 
and opening to the outside world, financial circles in the 
mainland have set up increasingly close ties with their 
counterparts in Hong Kong. At present, 13 Hong Kong- 
based banks have set up 35 branches, 24 representative 
offices, and six jointly funded financial institutions in 
mainland China, and mainland banks, including the 
Bank of China and the People’s Construction Bank of 
China, have also set up branches in the territory. Mr. 
Wang said that the Bank of China would develop its 
business in the territory in an active and steady way. 

(Beijing ZHONGGUO XINWEN SHE in English 1020 
GMT 3 Feb 94) 


CITIC Pacific Takes 50 Percent of Lantau Development 


Hong Kong Resorts International (HKR) is selling half 
of its wholly owned subsidiary Hong Kong Resort 
Company to CITIC Pacific, a subsidiary of the Beijing- 
controlled China International Trust and Investment 
Company, for HK$3.4 billion. Hong Kong Resort’s 
main asset is its Discovery Bay residential develop- 
ment on Lantau island, which has a population of 
9,500. HKR Managing Director Payson Cha Mou-sing 
has been lobbying the Hong Kong Government to 
build a tunnel to link Discovery Bay with the North 
Lantau Expressway, which is part of the new airport 
project. At present, Discovery Bay is only accessible by 
ferry, but if linked to Kowloon by road, land values on 
Lantau Island would be likely to iate. (Hong 
Kong SOUTH CHINA MORNING POST (BUSI- 
NESS POST) in English 8 Feb 94 p 1) 
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OTHER ISSUES: 
Record Volume of Air Cargo in 1993 


Hong Kong Air Cargo Terminals Ltd. (HACTL) handled 
a record 1.1 million tonnes of air freight in 1993. Final 
year-end figures show that HACTL passed the !- 
million-tonne mark for the first time in November. 
December saw a further 99,134 tonnes carried, up 19.6 
percent on 1992. For the year, HACTL handled 550,167 
tones of export cargo, up 17.1 percent on 1992; 432,429 
tonnes of import cargo, up 22.1 percent; and 116,203 
tonnes of transshipment goods, up 22.9 percent. 


HACTL is one of three bidders for airport cargo 
handling franchise at Chek Lap Kok. However, the 
Provisional Airport Authority is unwilling to grant any 
franchises for Chek Lap Kok until the Sino-British 

t over airport financing is resolved. The 
other bidders for the franchise are the Hong Kong 
Airport Services consortium, comprising Singapore 
interests, China Merchant Holdings, and Kerry Hold- 
ings, and DHL. (Hong Kong SOUTH CHINA 
MORNING POST (BUSINESS POST) in English 25 
Jan 94 p 2) 


Growth in Imports, Exports Slows in 1993 


Hong Kong’s trade deficit fell last year, but growth in 
exports and imports slowed and some analysts believe 
the territory is heading for a period of stagnant growth in 
external trade. Exports grew 13.1 in the year to 
December, while imports rose 12.2 percent, leaving a 
total trade deficit of HK$26.3 billion. Miron Mushkat, 
chief economist at Lehman Brothers, said that China’s 
economy was unlikely to be a “particular source of 
strength” to Hong Kong. China’s austerity program was 
said to have affected re-exports while domestic exports 
continued to be affected by the relocation of manufac- 
turing industry to the mainland. (Hong Kong HONG 
KONG STANDARD (FINANCIAL REVIEW) in 
English 29 Jan 94) 


a ee SS SU SS SS SG 


The share price of Luks Industrial jumped 21 percent 
on 3 February as prospects of an end to the U.S. 
embargo against Vietnam became apparent. Luks was 
one of the first local companies to invest in Vietnam 
despite the U.S. ban on trade with Hanoi. Luks owns 
71 percent of a plywood plant with an annual produc- 
tion capacity of 40,000 cubic meters and has 80 
percent of a cement works which will have an annual 
capacity of 500,00 tonnes a year on completion. The 
company also has an interest in a 500,000-square-foot 
commercial property in Ho Chi Minh City. (Hong 
Kong SOUTH CHINA MORNING POST (BUSI- 
NESS POST) in English 4 Feb 94 p 2) 
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